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is freely given...” 


PAUL M. HAHN 


President, The American Tobacco Co, 


“Our nation has grown great largely because opportunity is freely given. 
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Only very few people actually make their own ‘breaks.’ Today, millions of 
Americans are providing for their personal financial security and at the 
same time helping in the building of our national defenses. The opportunity 
to do so is given by business management which affords employees the means 
of practicing systematic thrift through the Payroll Savings Plan for the 


purchase of U.S. Defense Bonds.” 


Nearly seven million employees of industry are “pro- 
viding for their personal security and at the same time 
helping in the building of our national defenses.” 


e@ they are the men and women who availed them- 
selves of the opportunity referred to by Mr. Hahn— 
the opportunity to enroll in the Payroll Savings Plan 
for the systematic purchase of U.S. Defense Bonds. 


@ they represent a high percentage of their companies’ 
employees—in plant after plant, the averages are 
climbing to 60%, 70%, 80% —even higher. 


@ their investment in Defense Bonds—and America— 
add up to $140 million per month. 


@ they constitute a large block of the men and women 
who on December 31, 1951, held Series E Bonds 


The U.S. Government does not pay for this advertising. The Treasury De- 
partment thanks, for their patriotic donation, the Advertising Council and 


amounting to $34,727,000,000—$4.8 billions more 
than the cash value of Series E’s outstanding in 
August, 1945. 


Not far from you is a State Director of the Savings 
Bond Division. He will be glad to tell you how easy it 
is to give your employees a Payroll Savings Plan. Or, 
if you already offer the Plan to your people, he will 
show you how to conduct a simple person-to-person 
canvass of your plant—a canvass intended to do only 
one thing—to put a Payroll Savings Application Blank 
in the hands of every man and woman on your payroll. 
Your employees will do the rest. 


Phone or write to Savings Bond Division, U.S. Treas- 
ury Department, Suite 700, Washington Building, 
Washington, D. C. 
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Preferred and 
Common Stock Dividends 


The Board of Directors of 
Safeway Stores, Incorpor- 
ated, on May 27, 1952, de- 
clared quarterly dividends 
on the Company’s $5.00 par 
value Common Stock and 
% Preferred Stock. 

Dividend on the Com- 
mon Stock is at the rate of 
60¢ per share, and is pay- 
able July 1, 1952 to stock- 
holders of record at close 
of business June 18, 1952. 
Dividend on the 4% Pre- 
ferred Stock is at the rate of 
$1.00 per share and is pay- 
able July 1, 1952 to stock- 
holders of record at close 
of business June 18, 1952. 
MILTON L. SELBY, Secretary 
May 27, 1952 
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Rovar TyPewRIveR 
Company, Ine. 


The regular quarterly dividend 
of $1.12%4 per share for the cur- 
rent quarterly dividend period 
ending July 31, 1952, has been 
declared payable July 15, 1952 
on the outstanding 444% cumu- 
lative preferred stock, series A, 
of the Company to holders of 
preferred stock of record at the 
close of business on June 26, 1952. 


A dividend of 50¢ per share 
has been declared payable July 
15, 1952, on the outstanding com- 
mon stock of the Company, of the 
par value of $1.00 per share, to 
holders of common stock of rec- 
ord at the close of business on 
June 26, 1952. 


ROBERT S. MILLER 


June 11, Secretary 
1952 
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BATTERIES 


THE ELECTRIC STORAGE BATTERY 
COMPANY 


207th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable June 
30, 1952, to stockholders of record at 
the close of business on June 16, 1952. 
Checks will be mailed. 

H. C. ALLAN, 

Secretary and Treasurer 


Philsdelphia, June 6, 1952. 
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1907 - 


Ec omics 


Foreian Affairs - 


WITHOUT UNITY—CHAOS .... On July 7, the Republi- 
can party will hold its convention and select a stand- 
ard-bearer for the forthcoming Presidential race. 
This will not be an ordinary convention as it is to 
take place at a time when international skies are 
darkening and the apprehensions of our own people 
inevitably are mounting. Accordingly, it is vital that 
the delegates to the convention conduct their affairs 
so that the conclusion of the proceedings will not 
give the nation, which is terribly in need of unity, 
reason to believe that self-interest was allowed to 
prevail against the security of the people. 

Failure to act in accord with the highest interests 
of the nation, therefor, would not only result in the 
forfeit of a great opportunity for the Republican 
party but, what is of supreme importance, would 
undoubtedly lose them the confidence of the Ameri- 
can people for years to come. This would be a double 
misfortune in that it would not only vitiate our two- 
party system but would deprive the people of a 
needed opportunity to place new men, with new 
ideas, at the helm of state, at a time which demands 
a fundamental change. 

The country has had twenty years of democratic 
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the international scene closely view sympathetically 
the deep anxiety exhibited by the rest of the free 
world in our political affairs, for it knows well that 
a deep rift among our political leaders which cannot 
be bridged spells eventual calamity for all. The Re- 
publican party, therefor, is now burdened with a 
responsibility far greater than any experienced in 
its history, even greater than that of the convention 
which nominated Lincoln in 1860. Let it live up to 
this responsibility and not force us to say finally that 
it preferred chaos to unity. 


CURBS ON METALS EASED .. . Under a series of orders 
issued by the National Production Authority, the 
government has exempted about 80% of users of cop- 
per and aluminum from direct allocation control. 
Only the large users must still apply for allotment. 

Liberalization of copper and aluminum restric- 
tions is a direct result of a large increase in the sup- 
ply of both metals which has materialized more rap- 
idly than anticipated. Probably the principal influ- 
ence in what appears the commencement of an over- 
supply situation has been the failure of civilian de- 
mand to come up to expectations. This is all the more 





administration, which has be- 
come old and tired and de- 
serves a rest. The Republican 
party, in its convention, should 
avoid doing anything which 
would interfere with this 
needed rest. 

The American people clearly 
have an enormous stake in the 
coming convention. The rest 
of the world also has a great 
stake. Those of us who watch 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


obvious since the still very 
heavy defense requirements 
for the two metals are being 
fully met. 

What has happened is sim- 
ply this: manufacturers of 
durable goods requiring sub- 
stantial use of copper and alu- 
minum have suffered a shrink- 
age of markets owing to con- 
sumer resistance. This has 
brought about an unwieldy in- 
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ventory situation at manufacturers’ levels with the 
consequence that production of such items as refrig- 
erators, washing machines, vacuum cleaners and 
similar appliances has been cut. Under the circum- 
stances, manufacturers of such items are not in 
pressing need of the metals that were in short supply 
not long ago. 

Fully aware of this situation, the government ap- 
parently is attempting to encourage the smaller man- 
ufacturers to increase their operations through pro- 
viding them with added supplies of the metals. It is 
difficult, however, to see how these smaller concerns 


are to be benefited if the larger ones are having” 


trouble in keeping their production levels up to satis- 
factory levels. 

It is regrettable to have to say it but the new move 
seems another one of those governmental shot-in-the- 
arm affairs which have become so numerous in this 
election year. No doubt the government’s liberality 
in this instance will produce a better feeling among 
the little fellows. The important question is, how- 
ever: will it produce more business? 


DEFAULT IN FOREIGN BONDS... According to a 
bulletin issued by the Institute of International Fi- 
nance of New York University, full debt service is 
now being met on approximately 68% of $4.1 billion 
of publicly offered foreign dollar bonds outstanding 
at the end of last year. This represents a consider- 
able improvement over the 50% of foreign bonds in 
default in one respect or another years ago, and is 
undoubtedly the result of what passes for economic 
improvement in the countries involved, most of it 
directly or indirectly due to American aid. 

Of special interest is the improvement in Latin- 
American bonds with only 20.6% in default com- 
pared with 76% of the European and 25.9% of the 
Far Eastern bonds outstanding. Of the Latin-Ameri- 
can bonds in default, 25% were accounted for by 
Mexico and 34% by Bolivia. German issues in default 
accounted for two-thirds of the European bonds. 

It is gratifying that holders of foreign dollar bonds 
are now receiving a somewhat better return than 
they were accustomed to in past years. Nevertheless, 
the record of foreign dollar bonds is still the poorest 
of any important investment category. As invest- 
ments, these issues have fallen into complete dis- 
favor. 

The fact that there has been some improvement 

since the war does not conceal the fundamental fact 
that few of the nations which in years past borrowed 
from private American investors are in a position 
to honor their obligations in full. Aside from Canada, 
it is probably true that American investors as in- 
dividuals can never again be prevailed upon to lend 
their money to foreign governments. 
_ Of course, as taxpayers they are still lending (or 
giving) immense sums abroad but this is on a gov- 
ernmental level. As in the case of the old foreign 
dollar bonds, the American investor (taxpayer) still 
loses on the deal, but at least he bears only his share 
of the load instead of accepting the full loss as in 
too many cases in the past. 


A SELF-POLICING JOB... Recently GMAC (General 
Motors Acceptance Corp.) published an advertise- 
ment which surely should have astonished the be- 
holder. For here was a company in the finance busi- 
ness which contrary to general practice in the field 


of installment financing, deliberately urged its poten- — 


tial customers not to buy on credit terms which they 
could not afford, and, in fact, to put down as much 


cash as possible and thus shorten the period of their | 


loan. Since this company naturally makes its profits 
on the interest it receives on its loans, it is obvious 
that the longer the loan is outstanding the more rev- 
enue it will receive. Therefore, it seemed to be ad- 
vocating a policy, at first glance contrary to the in- 
terests of the company. 


Actually, GMAC was accomplishing two purposes | 


by its unconventional policy: one to do its best to 
hold back inflationary pressures such as excessive 
installment buying tends to produce, and second to 
safeguard its own position against a period when 
cars unwisely bought might have to be repossessed 
later on in uncomfortably large numbers. 

The important feature of this new approach is 
that it is an arrangement between the company and 
its public, without government interference or con- 
trol. As such it is to be welcomed as a witness to the 
fact that American industry is quite capable of polic- 
ing itself not only for its own protection but to the 
benefit of the entire public. 

This is not an isolated instance of self-control and 
discipline by a large American concern. Many others 
dealing with installment credit in one form or an- 
other are adopting similar far-sighted policies. We 
may be sure that they will not lose by it in the long 
run. 


LOSS IN STEEL OUTPUT... As we go to press, nearly 
7 million tons in steel have been lost through the 
nation-wide strike. Aside from the loss to the steel 
companies and the workers, serious losses in produc- 
tion threaten other industries which are denendent 
on steel to keep their factories running. Many of 
these companies, for example, manufacture equip- 
ment and components of artillery which are needed 
not only to build up armaments at home but which 
are in immediate need by our forces in Korea. In 
some vital items, these forces have only a 60-day 
supply. It is to be hoped that production of such 
material will soon be brought to the needed levels. 
On the other hand, many manufacturers for civilian 
use will shortly be out of the running unless the 
strike ends soon as they cannot operate their plants 
without steel. 

It is ironic that the steel industry which has ex- 
pended a huge effort, let alone hundreds of millions 
of dollars in new plants, in order to increase steel 
production this year and thus help meet the national 
emergency should lose, through a needless strike, 
almost the same number of tons that it had hoped to 
gain through an expansion of its facilities. To ob- 
servers abroad this must look like an idiotic state of 
affairs. As for the Soviet leaders, one can well ima- 
gine their complacency. 

Aside from the physical loss caused by the now pro- 
tracted strike, it is clear that the three immediate 
losers are the workers, the steel companies and the 
government. The workers are sacrificing millions in 
wages with concomitant results on the stores and 
shops they and their families patronize ; the steel com- 
panies will suffer in earnings as long as the strike con- 
tinues, and the government loses in the taxes it other- 
wise would have received from the industry and the 
workers. No wonder the reds are complacent. 
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As 9 See GL! 


By JOHN CORDELLI 


REVIVAL OF NATIONALISM IN ITALY 


QO; the three defeated totalitarian powers, 
Italy was the first one to regain full political sov- 
ereignty. If the recent political trend in Italy is any 
criterion as to what may happen in Germany and 
Japan, then we may expect two things: (1) the 
revival of nationalism, which once more is gath- 
ering under its colors the people who suffered by 
the defeat: the hard- 
pressed middle class, 
sulking bureaucrats 
and army officers, and 
the overgrown student 
population for which 
there are few jobs in 
prospect. (2) A mutu- 
ally contrived attack 
by the extreme right 
and the extreme left 
parties at the middle- 
of-the-road, and mode- 


rate parties, using as a S\ 
pretext the business SS. 
recession, growing /S 





unemployment, rising ¥& 
prices, and, above all, 
the abandonment of 
postwar  reconstruc- 
tion programs and re- 
forms in favor of re- 
armament. The mid- 
dle-of-the-road parties 
are represented by 
Premier de Gasperi in 
Italy, Chancellor Adenauer in Germany, and Pre- 
mier Yoshida in Japan—all men who can be trusted, 
are friendly to the United States, and are main- 
stays of Western defense policies. 

In the 1952 provincial and municipal elections 
held in May principally in southern Italy (last 
year’s elections were held mainly in the north) the 
chief gainers were the neo-fascists, hysterical, 
preaching nationalists who together with the mon- 
archists captured nearly 30 per cent of the popular 
vote in towns. Calling themselves “‘Movimiento So- 
ciale Italiano,” M.S.I., the “Missini” teach the totali- 
tarian theories of Mussolini’s first and last days. 
They are confident that during the next “general 
elections,” which are to be held in 1953, they will 
win in coalition with the monarchists and other 
extreme right elements the premiership of Italy. 
Mr. Edmund Stevens, Christian Science Monitor 
correspondent in Italy, writes that the local “Mis- 
sini” organizations have already prepared long pro- 
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scription lists of prominent democrats as well as 
leftists. The citizenry at large would be classified 
into categories. Only those with an approved pro- 
Fascist background would be listed as first-class 
citizens. Those with democratic leanings would be 
purged from public life. 

However, the “Missini” may be a little premature 
in their hopes. Accord- 
ing to computations 
based on last and this 
vear’s. elections, the 
center parties still con- 
trol at least one-half 
of the electorate. The 
leftwingers, including 
the communists, are 
about holding their 
own. What is disturb- 
ing, however, is that 
the coalition parties 
are dissatisfied with 
the de Gasperi poli- 
cies. They are growing 
stronger at the ex- 
pense of Christian 
Democrats (de Gas- 
peri’s party) and may 
break off. Thus the po- 
litical trend in today’s 
Italy seems to be to- 
ward a “crazy quilt” 
of relatively small cen- 
ter parties, squabbling 
among themselves. With the extremists on the both 
sides getting stronger. After three years of relative 
peace, political instability in Italy is once more on 
the increase. 

Why this recurrence of restiveness, the reader will 
ask. Haven’t we poured some $11,, billion into Italian 
recovery ? Hasn’t Italy successfully disinflated ? What 
about the post-Korean business boom? Isn’t Italy’s 
industrial production some 50 per cent higher than 
it was before the war? What are the reasons for 
this swing to the right? 

The truth is that the post-Korean “boom” is wear- 
ing off. Rising costs and German and Japanese com- 
petition are making it difficult for the Italians to 
sell in international markets. Despite a lot of talk 
about adopting American know-how, not much has 
been done in the way of modernization of produc- 
tion for one simple reason: the lack of capital. 
Besides the talk here about putting restrictive im- 
port quotas on some (Please turn to page 404) 
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Stock Market and the Election 


A fair amount of recent selective strength left the general market position unimportantly 


changed. Despite cross-currents, some further summer rise in average stock prices is possible, 


perhaps influenced by nearby political considerations. Basic factors continue to argue for a 


selective, reasonably conservative investment policy. 


By A. T. MILLER 


i he stock market’s only response to the steel 
strike was a sidewise drift of the averages for much 
of the last fortnight; and that might otherwise have 
been justified on technical grounds, since it followed 
a sizable spurt in the first week of June. Enough 
selective demand developed in the final three trading 
sessions of last week to result in a modest net gain 
in average prices for the two-week period since 
our last previous analysis was written. 

So far as its relationship with the steel strike is 
concerned, this is pretty much a traditional perform- 
ance, for one of the oldest of market adages is: 
Never sell stocks on strike news. The reasoning is 
that strike-caused production losses can be expected 
to be made up later, other things being equal. In this 


instance that rule certainly makes sense. 

Industrial production will decline further as a 
result of the strike—rather sharply if it lasts much 
longer—and of the July factory vacations; but allow- 
ing for gradually rising defense spending ,the main- 
tenance of plant-equipped outlays at close to the peak 
rate and the high over-all level of consumption, a 
good late-summer rebound in production can be 
taken for granted. Moreover, under present tax rates, 
the major part of the steel industry’s direct strike 
losses will be borne by the Federal Treasury. The 
same will be so of most companies directly affected 
by stoppage of their steel supplies. Since the strike 
will deplete previously large steel inventories, this 
makes the steel volume prospect for late 1952 better 
than it otherwise would have been. 
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Steel Strike Only One Factor 


By and large, investors and traders 





340 seem inclined to give the benefit of the 
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| doubt to the hopeful side—and not alone 
320 | ‘ in the matter of the steel strike—as has 
= —T 7. been the case for about seven weeks, 
si ~ SUPPLY OF wa ; or since termination of the market’s 
1 STOCKS —j—_—__ 3 moderate March-April downswing. It is 
5! 8 . i x 

se ra Le Fe Mant cas the oor ex 

: 7 { ; , ’ ; 
ee a ee — comparison, were seen in the first 
RAO, asatl —— a} DEMAND FOR STOCKS ,,, quarter. It is noted that average divi- 
py h BY TRANSAC i1Wity ° e 
~~ ‘| g_AT RISING PRICES. — dend yields of not much less than 6% 
ave == =~ | ! are good. There is emphasis on the in- 
——s flationary potentials in Treasury deficit- 
sae ; eee, | ia spending for some time to come; on 
° 4 120 improving tendencies in soft-goods busi- 
MEASURING INVESTMENT AND SPECULATIVE DEMAND ness; and on the well-maintained level 
BER s6nergenia tener inentigi-e erg iene —the Hy - 130 of over-all retail trade, which is not 
[ | -W.S. 100 HIGH | fully measured by department-store 

Ee Canes SNES Renin’ Mowe eter {omen PRICED STOCKS | 5125 sales. 

mn, | So long as this mood prevails, the un- 
Sig ce ie oa 1 420 certain political outlook will be viewed 
oo %, | jl | | | either favorably or at least without con- 
230 ood eects, es |__| gq@ecqeoe i5 cern. If we get a conservative Adminis- 
MWS. 100° °°¢eeqacet**’ | | tration out of the election, will not that 
220 _LOW PRICED STOCKS | | {10 mean a lift to basic investment confi- 
SPECULATIVE DEMAND | | | dence, resulting in higher price-earn- 
- ene oe oer | | [. 08 ings ratios in the market? On the other 
, 2 19) 3 wo .- % mM at hand, if the Democrats win, will that 


not mean a continuation, more or less, 
of the inflationary New Deal-Fair Deal 
policies, heavy “pump-priming” to com- 
bat any post-defense economic deflation 
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and, hence support for 
stock prices? 


TREND INDICATORS 








In this current mood | ato 
there is ,of course, more of 
an inclination by investors 
and speculators to hold or | ,q9 
buy stocks than to sell. 
Demand is selective and | '§ 
not too aggressive; but re- 270 
cently about three times 
as many individual stocks | 2.0 
have made new highs for 
1952 as have made new | aso 
lows. Volume, while quite 
modest, at least has been | 39 
largest in periods of 
strength. There has been | ,, 
some selective spread of 
speculative tendencies, 
first and still most evident | % 
in the railroad group. It is 
present, for instance, in 
textiles, building materials, 
aircraft stocks, soft 
drinks, autos and auto 
parts and air lines. In all 
of these instances, and To 
others, it is a revival of 
previously laggard groups. 
No groups are currently 
“svoing to town” into new 
all-time high ground, as 
was so of the minority of 
important groups which 
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in rotating  leadershi hip 
paced the successive 
phases of advance from 
early 1951 into last January. 

The bright side, of course, is not the only side. 
The industrial average has yet to rise out of its nine- 
months-old trading range; and, even if it should, 
the chances for a broadly sustained advance, in con- 
trast with the limited two-way swings of the last 
17 months or so, will not be too impressive. Earn- 
ings and dividends have passed their peaks. Barring 
global war, which would be bearish, peak defense 
spending will be reached in a matter of months. Al- 
though still high, the peak rate in plant outlays was 
seen in the 1951 fourth quarter. We are having a 
“rally” in previously depressed soft goods lines (and 
not even all of those), not a highly profitable for- 
ward surge. At best, inflationary potentials for the 
rest of this business cycle appear rather mild, on 
realistic appraisal—which is the way the sensitive 
commodity markets are rating them up to this writ- 
ing. Whether or not from a somewhat higher market 
level, investors probably in due time will again swing 
to the cautious side, looking on the less bright as- 
pects of the situation and outlook. Dynamic bull- 
markets do not usually flatten out for more than a 
year and then get going again in a big way. The risk 
cannot be ignored that the limited-swing market will 
eventually degenerate into a bear market. 


Republican Win More Favorable 


In 12 Presidential-election years since 1904, a 
period of almost half a century, the stock market 
has fared substantially better in Republican-victory 
years than in Democratic-victory years. In the 
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former the average pattern has been a sharp rise 
in the second half, maintained through the year-end, 
following narrow fluctuation in the first half. In the 
former it has been a downward tendency in the first 
half, confined mainly to the second quarter, a mod- 
erate rise into autumn, partial cancellation of this 
to the year-end, resulting in a nominal full-year gain, 
against an average full-year gain of roughly 16‘: 
in Republican-victory years. 

Too much significance should not be attached to 
this record. It is only an average of widely varying 
market movements in national-election years; and 
results in 12 given years out of 44 could readily be 
influenced far more by non-political considerations 
than political. If there is any political motivation in 
bull or bear markets, it is relatively little; and more 
capable of influencing interim phases of advance or 
decline than the whole bull or bear cycle. 

Illustrating this point, under Republican Admin- 
istrations between 1920 and 1932 we had the greatest 
bull market in the country’s history and the worst 
bear market. And under the New Deal and Fair 
Deal since 1932 there have been three major bull 
markets, including the latest one begun in mid-1949, 
three minor bull markets, two major bear markets 
and three minor bear markets. This record empha- 
sizes how little average market performance in 
election years can mean. 

If Eisenhower is nominated, there might be a 
“confidence boomlet” in the market for a time this 
summer, petering out as sober second thought is 
given to basic economic (Please turn to page 404) 
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The Effect of SUBSIDIES 


— _ On Our 





By THOMAS L. GODEY 


, Americans always have taken great 
pride in their country as a stronghold of free enter- 
prise, it is paradoxical that in today’s economy the 

nation finds itself embedded in a huge subsidy pro- 
gram. Since 1933, when the first price supports were 
authorized, the U.S. has spent the impressive sum 
of almost $23 billion in direct subsidies for its 
farmers and businessmen. And now because of the 
semi-wartime state, we still find ourselves resorting 
heavily to several kinds of price supports, as well 
as numerous other forms of indirect financial assist- 
ance to domestic ventures. 

To protect our basic crops, to insure production 
and to underwrite a few specific industries, the sub- 
sidy business has grown to an annual investment of 
nearly $2 billion. It runs the gamut from the house- 
wife’s kitchen staples, such as rice, to indirect sub- 
sidies like the Reconstruction Finance Corporation 
loan to a mink ranch or the $42 million contribution 
to the S.S. United States, America’s latest queen 
of the seas. Since the outbreak of the Korean war. 
stockpiling of strategic materials—another type of 
subsidization—has come into prominence. 

Little does the average American realize to what 
extent his daily existence is influenced by subsidies. 
Besides carrying the extra tax burden necessitated 
by price supports, which in effect are nothing less 
than floors on sixteen individual commodities, he 
pays more at the grocer’s so that the farmer’s high 
level of post-war income may be sustained. There- 
fore, when he suddenly finds his dinner table short 
of one of the supposedly plentiful foods, as hap- 
pened recently during the potato shortage, he is 
justified in demanding a full explanation. 

Born in the depression days of the thirties, price 
supports were designed by the New Deal architects 
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not only to 
keep the 
farmer from 
bankruptcy, but also to promote economic stability. 
However, the mechanics of the parity formula have 
worked in the opposite direction since the upsurge in 
overall prices following the Korean aggression, Costs 
of essential foodstuffs skyrocketed while the con- 
sumer’s take-home pay narrowed, principally be- 
cause of increased tax assessments. 

Support for such commodities as wheat, corn, 
oats, cotton, flaxseed, peanuts, tobacco and rosin have 
defeated the purpose of the Office of Price Stabiliza- 
tion. On one hand, OPS has been trying to keep a 
lid on prices, while at the same time subsidies tend 
to raise costs. 


Subsidies May Be Necessary Evil 


If inflation has run its course by now. and the 
nation is moving into a deflationary period as is the 
consensus of many top economists, then there may 
be reason to keep farm subsidies as a necessary evil. 
This would follow the path recently set by the 
Administration in relaxing such artificial props as 
Regulations W and X. 

Aside from benefits in times of depression. sub- 
sidies have performed usefully as a stimulant to 
production of scarce commodities during prosperous 
eras. This was especially true when the world was 
caught short of wheat in the 1950-51 rush to stock 
up on the basic food. 

As of April 30, total farm loans and inventories 
outstanding were over $2.1 billion, with the Com- 
modity Credit Corporation, which acts as financial 
agent for the Department of Agriculture, authorized 
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to make total commitments up to $6.7 billion. For the 
last reported fiscal year, a net loss of $346 million 
was sustained. Including a smaller deficit forecast 
for the current twelve-month period, our price sup- 
port policy since its inception will have cost the 
taxpayers nearly $12 billion for various ways of 
aiding producers of food and allied items. Conse- 
quently, the public regards America’s farmers as a 
privileged lot. While wage and price controls hover 
over the lives of the majority of people, the farmer 
frequently has escaped these encumbrances. 

The present potato fiasco has its roots in the irreso- 
lute days of 1948 when the Administration stub- 
bornly believed there was only one course to eliminate 
the overabundance. To keep the farmer content in 
the pre-election atmosphere was the government’s 
main theme. The plowing under and burning of 
millions of bushels was the method chosen. These 
steps were later followed by “selling” vast amounts 
abroad for a penny a bushel. When the last price 
support peg was removed from the potato subsidy 
program in 1950, the pampered farmer lost his 
incentive to plant large crops. As a result, the cur- 
rent annual output per acre lags by one-fifth from 
the previous harvest of 450,000,000 bushels. 


Limited Output Boom to Black Market 


As evidenced by the potato famine, an inadequate 
output will drive the short product into the black 
market. When price controls were lifted several 
weeks ago, wholesale costs jumped as hoarded sup- 
plies immediately found their way back to legal 
channels. The non-law-abiding entrepreneur was 
quick to dump his holdings that were obtained in 
the once thriving black market. 

In the short history of price supports, there has 
been an inclination to raise subsidies for political 
reasons. The Senate Agriculture Committee has ap- 
proved a two-year postponement of an impending 
reduction in the computation of parity prices. Under 
the 1949 law, a new 75% parity formula was to 
become effective in 1954. On the basis of present 
costs, the support price of wheat—the commodity 
receiving the largest dollar subsidization—would 
have been lowered by 29 cents a bushel at that time. 

Had the government passed legislation trimming 
agricultural subsidies, it is obvious that a cut in 
the farmer’s income would be inconsistent with the 
present policy of encouraging pay increases for 
organized labor. Furthermore, the action undoubt- 
edly would be regarded by industry as a pattern to 
be followed. The net result could possibly be a con- 
siderable loss of the labor vote to the incumbent 
party. 

The second largest share of our direct subsidy 
program has benefited America’s expanding indus- 
trial empire. To maintain peak levels of output while 
simultaneously keeping prices in hand, World War II 
subsidies to producers and distributors amounted 
to almost $5 billion. 

With the advent of the Korean crisis, industry 
was confronted with the dual role of producing 
armaments side-by-side with peace-time goods. In 
addition to the psychological adjustments required, 
it was immediately necessary to undertake a broad 
capital expansion program. Realizing the urgent 
need for defense production, the government set to 
work hand-in-hand with management. Steel, fuel, 
aluminum and mining companies were the principal 
beneficiaries of roughly $1 billion contributed in 
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World War II production and distribution I 3 
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Copper payments . 6 
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the form of subsidies for building greater produc- 
tive facilities. 

This system of helping industry for the emer- 
gency period was soon replaced for the most part 
by the tax amortization certificate policy. To encour- 
age private concerns to increase their capacity dur- 
ing the present emergency, the Defense Production 
Administration has allowed plant operators to write- 
off almost $21 billion in certificates. Under this indi- 
rect form of subsidization, a high portion of plant 
and equipment costs may be written off in a five- 
year period instead of the usual 20 or 25 years. 

A most diversified list of industries has partici- 
pated in the so-called fast write-off policy, which 
actually cuts the operator’s tax payments during 
the first five years of the life of the new facility. 
Not to be confused with the indirect subsidies result- 
ing from accelerated amortization is hundreds of 
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millions of dollars also saved by the railroads, util- 
ities, extractive industries and closed-end invest- 
ment firms through specific tax concessions granted 
by the Treasury. As examples, the railroads are per- 
mitted to compute taxes on the basis of invested 
capital instead of earnings while the extractive com- 
panies are tax-sheltered up to 2714%. 

A newcomer to the subsidy field since the Korean 
crisis has been the $3.5 billion devoted to the stock- 
piling of strategic materials. Although the building 
of these buffer stocks was instigated by the govern- 
ment as a precautionary measure against future 
aggression, at the same time U.S. manufacturers 
have gained directly since they have received the 
bulk of these funds. 


New Stockpiling Scheme Weighed 


Latest emphasis in Washington is on a new price- 
supporting scheme for our stockpiles. Because of 
weakened quotations for such vital ores as zine and 
lead, the Administration has proposed to buy cer- 
tain strategic materials in the world markets, loan 
the metals to industry for a limited period and then 
recover the portion left over for its stockpile. 

Closely linked to the stockpiling program are 
the subsidy agreements the government has ar- 
ranged with nine copper mining companies for pay- 
ments of over-ceiling prices for this scarce metal. 
In an effort to boost production, another 250,000 
tons of copper has been added to the total projected 
annual output as a result of the “partnership” ar- 
rangement which will cost the government about 
$600 million. 

One of the most debatable of all subsidies to busi- 
ness evolves from the $700 million spent by this 
country for maritime support since the Merchant 
Marine Act of 1936 became effective. This composite 
figure of both operating and differential aid received 
by the shipping companies does not reflect the ad- 
justed construction subsidy payments recently the 
target of Congressional hearings. 

In view of the repeated statements of the steam- 
ship companies that they cannot invest in the ur- 
gently needed merchant fleet under the present fiuc- 
tuating subsidy regulations, it is anticipated that 
the government’s payments for the luxury liners 
Constitution and Independence will be swelled to 
$35 million. Shipbuilding subsidies as a whole have 
given the construction yards a badly needed eco- 
nomic shot-in-the-arm. Since the end of the war they 
have languished on routine repairs. Neither the ship- 
ping companies nor the builders would have been 
able to finish the sleek $72 million 53,000-ton super- 
liner United States without Federal aid. Under the 
law, the government is permitted to advance funds 
for such defense assets as additional speed or 
strength so that the proposed vessel may be more 
easily converted into a troopship in event of war. 

Because defense shipments will continue to be a 
primary element in future operations, a new long- 
range shipping bill liberalizing both construction and 
operating subsidies has been shaped. Outstanding 
feature is the broadening of tax deferments—now 
allowed on funds placed in reserve for ship replace- 
ment—to cover reconstruction and reconditioning. 
Total Federal expenditures in 1953 for the merchant 
marine is estimated at $211 million, which includes 
a good-size contribution toward the $350 million 
project to construct thirty-five speedy Mariner class 
cargo ships. 
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Despite the biggest boom in history now enjoyed 
by shipping operators, high costs, particularly on 
the labor side, lead many executives to believe that 
our merchant marine is by far too expensive a 
luxury. They argue that instead of paying high sub- 
sidies, why not let foreign countries haul the cargo, 
thus helping the latter to earn badly needed dollars. 
Proponents of a strong merchant fleet naturally 
advance protection against communist aggression 
as their most weighty argument. 

Another keystone of our communications system 
that has long been a recipient of subsidies is the 
airline industry. Like the merchant marine, it too 
has incited a steady stream of controversy. The 
initial subsidy of $400,000 in 1938 has grown under 
the fostering administration of the Civil Aeronautics 
Board to $34 million in 1951. In the past the airlines 
have been maintained to a great extent through 
subsidization of the mail pay. Theoretically, rates 
of pay on air mail have been geared to the financial 
needs of the airlines. Last year the rates ranged 
from 45 cents to $7.26 a ton-mile. 

After spending roughly $150 million of the gov- 
ernment’s money for mail pay, CAB separated sub- 
sidies from compensation for mail carrying by the 
four largest air transport firms. Since the airline 
industry is approaching maturity, it is obvious that 
fewer companies will rely on financial aid for de- 
livery of the mails in the future. Justification appears 
to be more in order for subsidies restricted to na- 
tional defense purposes. Among the several pending 
bills which will affect the airlines is a plan whereby 
experienced aircraft manufacturers would be eli- 
gible for government loans up to 75% of the cost 
of certain types of planes. In an effort to develop 
a better military air transport reserve fleet empha- 
sizing international routes, the industry’s freight 
requirements also are receiving a major impetus 
from direct support under guidance of the Defense 
Production Administration. 


Indirect Aid is Large 


The range of indirect subsidies is extensive. When 
analyzing the complete picture, sight must not be 
lost of the numerous other types of Federal aid. 
Hidden subsidization in one form or another is 
involved in such general groupings as special grants, 
relief funds, credit guarantees and outright loans— 
which include about $35 billion of RFC authorized 
commitments in the past twenty years. Broken down 
further, these categories may consist of allocations 
for such items as housing, school lunches, pensions, 
cut-rate municipal transportation and admission 
fees to cultural activities. 

While taxpayers are prone to condemn subsidies 
since they curtail the individual’s buying power in 
the long run, we must face the fact they do consti- 
tute an integral part of national policy. In times of 
emergency, they have their advantages, but in 
periods of normalcy, subsidies, whether or not they 
are in the form of price supports, are unsound be- 
cause they do not foster economic stability. Like 
price controls, they cannot entirely eliminate infla- 
tionary or deflationary pressures. And furthermore, 
subsidies deprive the American of free pricing since 
they must be accompanied by managed production 
and consumption. Because of their fictitious influence 
on our lives, subsidies postpone the inevitable adjust- 
ment that some day must take place in the economy 
of this country. 
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By GEORGE L. MERTON 


"Fu international petroleum industry has 
two major tasks: one, to satisfy the world’s increas- 
ing requirements, and the other to provide adequate 
reserves for the future. Despite forebodings that the 
petroleum reserves of the world had a more or less 
limited life, actual experience in the past few years 
has proved conclusively that fears on this account 
are groundless. 

In fact, the world’s crust has comparatively limit- 
less reserves, and oil is being found in the most un- 
likely places. For example, oil strikes have been 
reported north and south of the German-Danish 
border; the little state of Israel hopes to start drill- 
ing operations in the Negev sands after completion 
of its present exploratory efforts, and both France 
and Italy have hopes that extensive oil-bearing 
deposits will be found. At any rate, considerable sums 
are being spent in both countries in the search for 
oil. The Netherlands and Germany itself have pro- 
duced oil in some quantity for a considerable period 
and are busy exploring for new oil-bearing lands. 

A major shift has been taking place in the tra- 
ditional flow of the world’s oil. With consumption 
requirements in the western hemisphere steadily 
mounting and thereby reducing crude export poten- 
tials, Europe had to shift to the Near East, the only 
other major source of supply available, if it was to 
meet its own rapidly growing requirements. Asia, 
the Antipodes and practically every other part of 
the world also have to meet new oil needs. This 
combined world-wide demand has intensified the 
search for oil and has resulted in immense discov- 
eries in Canada, the United States, Venezuela, Co- 
lombia, Iraq, Saudi Arabia, Kuwait, and Indonesia. 
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The principal new oil fields are in these 
countries but impressive sources have also 
been found in the Argentine, Peru and Chile 
in the western hemisphere and Egypt, Burma, 
India and Pakistan in the Eastern hemi- 
sphere. 

The enormous extent of new drilling is 
illustrated by the fact that more than 50,000 
wells were drilled throughout the world in 
1951, producing 4.27 billion barrels of oil. 
When it is realized that it costs from $50,000 
to over $250,000 to drill a single well in many 
of the new regions, the monumental size of the total 
investment in exploration and development is almost 
enough to stagger the imagination. 

From the dimensions of the cost figures mentioned, 
it is obvious that the search for oil is Big Business 
and the most substantial results are likely to be 
secured only by large aggregations of capital such 
as those possessed by the world’s great oil companies. 
This would indicate that “shoe-string” ventures into 
oil exploration are not likely to meet with success 
and that speculators who succumb to the blandish- 
ments of smooth-tongued oil security salesmen will 
probably regret it. This is particularly true of the 
lower-grade Canadian oil shares sold to an unin- 
formed public. 

The new fields of importance—those discovered in 
the past few years—are principally in Canada and 
the United States. Actually, the existence of these 
new deposits had been known for a considerable 
period. In some cases, the intervention of the war 
put a stop to further exploratory efforts and they 
were not resumed until a few years ago, when the 
necessary materials and equipment became avail- 
able. In other cases, the size of the potentials could 
not be appreciated until new technological methods 
were put into operation. 


Developments in Near East 


Most of the so-called new fields in the Near East, 
the other major source of supply outside of Vene- 
zuela, are not, in reality, new in the sense of being 
recent discoveries, but rather the result of intensi- 
fication of drilling activities, mainly as a consequence 


367 





of the stoppage of Iranian production. 

Principal developments in the Near East are the 
great increase in production in Saudi Arabia, Iraq 
and Kuwait. Production in these three regions rose 
as follows from 1949 to 1951: Saudi Arabia, from 
477,000 barrels daily to 765,000 barrels; Iraq from 
85,000 to 174,000, and Kuwait from 242,000 to 568,- 
000, now running at around 700,000 barrels daily. 


Increase in Kuwait Output 


In Saudi Arabia, two new fields have been dis- 
covered bringing the total to eight. One of these 
fields—the Safaniya—extends into the Persian Gulf, 
and is the first offshore drilling development in the 
Near East. Texas Co. has a very large interest in 
this development through the 30% ownership of 
Arabian American Oil Co. (Aramco). Standard Oil 
of California and Standard Oil of N. J. also hold 
a 30% interest each in Aramco, which is now the 
largest oil producing company in the world. In 
Bahrein, through its interest in the Caltex com- 
panies, S. O. Calif. has an interest in important, 
growing crude production. 

Iraq failed to make as much headway last year as 
Saudi Arabia or Kuwait mainly because of lack of 
pipe line outlet. However, completion of the new 
pipe line to the Mediterranean will permit a stepping 
up of production to about 425,000 barrels daily from 
the last year’s average of about 175,000. The British 
company, Iraq Petroleum Co., Ltd., of which 8S. O. 
N. J. has a 12“ interest is the most important single 
oil interest operating in that country. 

Kuwait has been the scene of the most impressive 
developments in the Near East with regard to rapid 
building up of production. This is expected to ap- 
proximate 800,000 barrels daily by the end of this 
year, compared with 242,000 in 1949. Kuwait’s oil 
is developed as a joint operation by Gulf Oil Corp. 
and the British Anglo-Iranian Oil Co. Formerly Gulf 
Oil’s interest was represented through a 50% 
interest in Kuwait Oil Co., a British concern, but 
has been altered recently through transfer of this 
interest to a Gulf subsidiary. 

All of the Kuwait oil is extracted from the Burgan 
field with an estimated reserve of 15 billion barrels, 
probably the largest single pool in the world. Toward 
the end of last year, however, indications of an 
entirely new pool a few miles north of Burgan were 
discovered through wildcatting, and it was stated 
by one official that, from the rough evidence avail- 
able, the new pool might eventually add from 10% 
to 25% to the Kuwait reserves. This would mean an 
additional 1.5 billion to 3.5 billion barrels, some- 
thing of obvious benefit to Gulf. 


Lesser Producing Centres 


Among the lesser producing sections in the Near 
and Far East, Egypt is producing about 170,000 
barrels daily. The older fields at Ras Gharib are 
producing an average of 200 barrels daily but newer 
wells at Asl are producing an average of 1,700 
barrels. Political conditions, however, seem a deter- 
rent to further large development operations for 
the time being. 

In Central Sumatra, Texas Co. and Standard Oil 
of California are in a position to get into commercial 
production, after their extensive preliminary field 
work has been completed. Elsewhere in this region, 
Northern Sumatra, Ceram and parts of Java are 
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virtually closed to operations on account of unset- 
tled political conditions. 

Generally speaking, activities in the Far East are 
reduced in scope as a result of unfavorable political 
and military conditions. This part of the world 
probably will not be an important factor in crude 
oil development until a more stable peace can be 
effected. Indonesia is in a somewhat different posi 
tion as it has fairly stable government, but increases 
in production have been comparatively moderate in 
recent years and are still well below the pre-war 
output. At present, Indonesia’s crude production is 
averaging about 150,000 barrels daily compared with 
170,000 in 1949. On the other hand, the British have 
had better luck in Borneo where output has soared 
to 102,000 barrels daily against 20,000 pre-war. 

Of the South American oil-producing countries, 
Venezuela, which is the second largest producer in 
the world, commands the greatest interest among 
American investors. Venezuela broke all records last 
year for oil production and is expected to duplicate 
this record in 1952. Daily production is about 1,702,- 
000 barrels against 1,321 million in 1949 and only 
567,000 in 1939. These figures indicate the enormous 
strides made by this country in developing new 
sources of petroleum reserves. 

Approximately 90% of Venezuela’s production is 
accounted for by Creole Petroleum Corp. (subsidiary 
of 8.0.N.J.), Shell Caribbean Petroleum Co. (Royal 
Dutch Shell group) and Mene Grande Oil Co. (sub- 
sidiary of Gulf Oil). Other American companies in 
Venezuela are Socony-Vacuum, Texas, Atlantic Re- 
fining, Sinclair, Phillips and Pantepec. All of these 
companies are active in promoting new expansion 
plans. 


American Company Plans in Venezuela 


The importance of Venezuela to American oil 
interests is indicated by Creole’s plan to spend $50 
million this year on stepping up the crude oil flow, 
with nearly $20 million allocated for exploration 
alone. Total capital investment budget is over $110 
million. Shell has an investment program of $105 
million this year and Mene Grande about $70 million. 

Of the new field developments in Venezuela, Creole 
made extensions to producing fields at Lake Mara- 
caibo and eastern Venezuela. Approximately 201 
wells were completed by Creole in 1951, of which 
190 were oil producers. Texas Co. completed a dis- 
covery well in eastern Venezuela. Amerada has 
shown interest in exploratory activities in this coun- 
try and, apparently, is awaiting favorable action by 
the government in granting concessions for explora- 
tion. Some producing wells have been activated by 
another company in close proximity to holdings of 
Amerada, through its subsidiary Esperanza Petro- 
leum Corp. Phillips Petroleum had some success in 
the San Roque field and the Mata Grande field, with 
production early this year at the rate of 10,000 
barrels daily, a gain of 3,500 barrels compared with 
the average for 1951. Socony-Vacuum’s production 
from Venezuela averaged in 1951 51,600 barrels a 
day compared with 36,900 barrels in 1950. The com- 
pany discovered several new fields. Atlantic Refin- 
ing produced about 10,500 barrels daily in 1951, 
somewhat less than in 1950. Before extending its 
development activities, the company prefers to wait 
until further concessions are granted by the gov- 
ernment. Exploratory work is centered mainly in 
eastern Venezuela, where a number of the newer 
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fields have been discovered. 

Developments in Colombia have been encouraging. 
The Magdalena valley is the center of important 
new discoveries, with International Petroleum Co. 
(S.O.N.J. subsidiary) leading the way with an im- 
pressive discovery well. Colombia production is about 
106,000 barrels daily, compared with 81,000 in 1949. 
Texas Co. (through the 50% owned Colsag Corp.) 
has found two new producing areas in the Barco 
Concession and better than expected results in a 
third area, previously proven. Socony-Vacuum’s 
share in the gross production of the Barco Conces- 
sion averaged 13,800 barrels daily in 1951, an 
increase of 900 barrels daily over the average 
for 1950. 


The Great Canadian Discoveries 


Of greatest interest to American investors are 
the immensely important new fields in Canada and 
the United States. Readers of this publication are 
familiar with some of the latest field developments 
in Western Canada. The new fields are in the four 
provinces of Alberta, Saskatchewan, Manitoba and 
British Columbia. 

By far the most important discoveries thus far 
have been in Alberta, although others of great poten- 
tial value have been made in the other three prov- 
inces. The oil development program, centered in 
Alberta, has called for expenditures of about $750 
million in the past five years. During this period 
approximately 2500 wet wells have been brought in, 
with a productive capacity of 200,000 barrels a day. 
However, only a small portion of the 600,000 square 
miles of possible oil-bearing land has been pros- 
pected, let alone developed. It is estimated that it 
may take as long as two decades to bring these new 
regions to full maturity as oil producers. 

The potentialities for oil discovery in Western 
Canada may be appreciated from the fact that 
whereas only 17 separate fields were located in 1947, 
there were 119 in 1951. This increase is due to the 
stepped-up investment in exploratory activities, 
especially by the large companies, such as Gulf, 
Socony, Imperial Oil, Shell, Phillips, Standard Oil 
of California and others. One of the unusual fea- 
tures is that, owing to the favorable geological area, 
there has actually been a larger proportion of dis- 
coveries of large fields than in Texas. Fields of over 
50 million barrel potential have been located in 11% 
of the total areas discovered in Western Canada 
against only 4% in Texas during the earlier days 
of that state’s rise to oil supremacy. Based on the 
present discovery rate and concrete development pro- 
grams, it is believed that by 1954 the potential daily 
crude output will be in the neighborhood of 420,000 
barrels. Between now and 1955, it is estimated that 
investment for exploration and development in the 
od regions will be between $800 miliion and $1.4 
billion. 


Potentialities in Athabaska 


The Ludec field was the first of importance in 
Alberta to be discovered. Since then a considerable 
number of others have been discovered. Among them 
are: Woodben, Redwater, Steeler and Golden Spike. 
The most important possibilities are attached to the 
Athabaska tar sands. It is believed these sands con- 
tain a greater quantity of crude oil than in all the 
world’s known oil reserves (Please turn to page 400) 
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World Crude Oil Production 
(Thosuands of Barrels Daily) 
1939 1949 1950 1951 
NORTH AMERICA 
United States 3,465.7 5,046.0 5,402.0 6,120.0 
Canada 19.1 S75 78.3 131.0 
Mexico 162.0 167.0 199.0 210.0 
Total North America 3,646.8 5,270.5 5,679.3 6,461.0 
SOUTH AMERICA 
Venezuela : 567.0 1,321.4 1,498.0 1,702.0 
Colombia 65.5 81.5 93.1 106.2 
Argentina 51.0 63.5 64.0 71.0 
Trinidad : 52.8 56.5 56.5 56.6 
Peru 37.1 40.5 41.2 44.0 
Ecuador 6.3 7.2 7.4 7.4 
Bolivia 0.6 1.9 7 1.5 
Cuba : 0.3 0.3 0.3 0.3 
Brazil 0.3 0.8 2.2 
Chile : 0.4 1.6 2.0 
Total South America 780.6 1,573.5 1,764.6 1,993.2 
WESTERN HEMISPHERE 4,427.4 6,844.0 7,443.9 8,454.2 
EUROPE 
Romania 128.5 85.0 89.0 89.0 
Austria 11.7 25.0 28.4 44.0 
Germany 12.3 16.3 21.6 27.1 
Hungary 3.0 10.3 11.5 11.5 
Poland 10.7 ce Be Be wea 
Netherlands 11.8 13.4 13.6 
Albania 25 6.0 Ya 7.8 
France 1.4 Lat 2.4 5.4 
French Morocco 0.4 0.8 1.5 
United Kingdom 0.1 0.9 0.9 0.9 
Czechoslovakia 0.2 0.8 0.8 0.8 | 
Yugoslavia - 1.5 2.6 3:2 
Italy 0.2 0.2 0.2 0.3 
Total (excluding USSR) 170.6 162.6 182.6 208.4 
USSR 603.0 690.0 750.0 810.0 
Total 773.6 852.6 932.6 1,018.4 
NEAR AND MIDDLE EAST 
Iran 214.0 561.0 665.5 341.6 
Saudi Arabia 10.8 477.0 546.7 765.0 
lraq 84.5 85.0 136.2 174.6 
Kuwait 242.0 345.0 568.0 
Bahrein 20.8 30.0 30.0 30.0 
Qatar BF 48.4 
Egypt 12.8 43.5 45.3 44.1 
Turkey 0.3 0.2 0.3 
Total 342.9 1,438.8 1,802.6 1,972.0 
FAR EAST AND OCEANIA 
Indonesia 170.0 115.9 132.5 148.4 
British Borneo 20.0 70.5 84.8 102.0 
New Guinea 4.8 48 4.8 
India f a3 53 5.2 
Pakistan 1 28.0 2.6 3.5 aN 
Burma | 1.0 1.6 2.0 
Japan aa 3.7 5.7 6.8 
China 2.0 2.0 2.0 
Total 225.3 205.8 240.2 274.3 
EASTERN HEMISPHERE 1,341.8 2,497.2 2,975.4 3,264.7 
WORLD TOTAL 5,769.2 9,341.2 10,419.3 11,718.9 
From “World Petroleum”. 
nS chenda 
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Our Money ali estimated aggregate expenditure of $85.4 bil- 


..--- What Then? 


By JOHN S. CRESSWILL 


Thies above chart presents a graphic picture 
of where the government’s money comes from, and 
where it goes. It is a companion piece to the striking 
diagram published in the April 19 issue which 
aroused nation-wide attention. Those who read the 
article and the accompanying charts in that issue 
were led to realize the implications of a government 
budget constantly out of balance. In this article, we 
attempt to point out several of the ways in which 
government spending could be reduced without en- 
dangering our national security, at the same time 
bringing Federal income and expenditures into bet- 
ter balance. No subject can be of greater importance 
to Americans today. 

In 19538, 78 cents of every tax dollar will go to 
military or foreign aid. With the staggering sum of 
$62 billion of next year’s budget projected for future 
defense of the Western world and another $3.2 bil- 
lion set aside for veterans’ costs of previous wars, 
the U. S. may be eventually headed for a financial 
crisis. As incongruous as it would seem, unwittingly 
the U. S. is following a course that would delight the 
Kremlin as an integral part of Russia’s long-term 
policy has been woven around her hopes of an eco- 
nomic bust for our country. 

The preposterous amount of $65.2 billion out of an 
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lion is all the more alarming because the gov- 
ernment envisages a slump in next year’s tax 
receipts as a result of declining business condi- 
tions. Lower incomes of both individuals and 
corporations in the face of rising government 
costs have usually meant deficit financing. 
In the twenty years since the Democratic ad- 
ministration came into power, Federal expenses 
have equaled 30% of national income; now 28% of 
the latter is absorbed by taxes. During the same 
period the pyramiding U. S. debt was twice the total 
of the assessed value of all real and personal prop- 
erty in this nation. Consequently, today the share 
of every working American in the Federal debt of 
$275 billion has skyrocketed to $4,484. As empha- 
sized by Senator Robert A Taft in one of his recent 
indictments of government policy, our economy can- 
not absorb a debt of more than $300 billion. 


Deficit Financing Impractical 


Because deficit financing is impractical at this 
time, then why not turn to the second ordinary 
avenue—higher taxation—to foot our bills? But it is 
economically unsound to expect the taxpayer to 
shoulder a larger burden than he now does. Already 
he has contributed heavily toward the $35.6 billion 
of post-war loans and grants to the devastated peo- 
ples of the world. The one possible way to increase 
tax revenues, and this would be of limited help, is 
to make government-owned holdings, such as Fed- 
eral power projects, subject to the same taxes as 
private enterprise. In an effort to give the consumer 
a better break, Canada recently adopted this policy. 

With these two approaches (1) increased deficit 


THE MAGAZINE OF WALL STREET 








| finand 


sible 

requi 
we sh 
upon 
Or is 
their 
spend 
next | 
far, 1 
gross 
certa! 
Howe 
West 
for p 
subst 









vest 
moti 
Wes 
expe 
fron 
imp) 
labo 
far | 
next 
dive 
cha 
It 
eres 
spel 
pro: 
plie 
pay 
gov 
lect 
fro} 
san 
mil 
ser 
sev 
WO! 
the 
in | 
nov 
Ho 
lap 
sea 
bee 
age 
ing 


ju 








i- 


We 


7 


financing and (2) higher taxation abandoned as pos- 
sible solutions in finding a way to meet the vast 
requirements of rearming the world, does this mean 
we should contribute our bare minimum and depend 
upon the other Western powers to help themselves? 
Or is it possible for the NATO members to increase 
their arms contribution? These countries plan to 
spend only 9.2% of their gross production on defense 
next year. In carrying the heaviest defense load by 
far, the U. S. is called upon to furnish 18% of its 
gross output. As shown by these figures, there is 
certainly room for improvement by the other powers. 
However, a dollar shortage still exists among the 
Western European nations and the lack of resources 
for providing their own raw materials makes any 
substantially larger contribution more dubious. 


Private Investment Abroad Urged 


To alleviate the dollar scarcity abroad so that 
Western Europe eventually can offer far greater 
support to the rearmament cause, the U. S. govern- 
ment is fostering the overseas investment of private 
American capital. One stimulant is the accelerated 
arrangement of treaties with foreign countries 
avoiding double taxation. The International Bank 
for Reconstruction and Development has adopted a 
policy of relating many of its loans to the willingness 
and ability of the borrowing nations to finance part 
of the investment with private capital from the 
U. S. Among other effective measures are the Point 
IV program of technical assistance and the Mutual 
Security Agency guarantee projects assuring Ameri- 
can corporations investing in foreign countries a 
return of 175% of their original capital. 

The State Department believes that private in- 
vestment abroad is the only real solution for pro- 
moting the long-range dollar earning capacity of 
Western Europe. Should domestic business some day 
expand the current annual rate of investing overseas 
from $1 billion to $2 billion—and this is highly 
improbable because of such risks as expropriation, 
labor difficulties and exchange handicaps-—it is still a 
far cry from the $62 billion requested for defense in 
next year’s budget. What then is the answer for 
diverting any pending financial 


dling the same routine business. 

Regardless of which aspirant acquires the Presi- 
dency in November, a thorough house-cleaning is 
indicated. The trimming should begin with the 4.8 
million civilian and military personnel in the Defense 
Department. Utilization of manpower is scandalously 
wasteful. Too many men are assigned to do too little. 
Moreover, the rate of turnover is now the highest 
in our history. From the remaining 1.2 million em- 
ployees, it is believed that the most the government 
could discharge and still operate efficiently is roughly 
200,000 persons. A savings of about $1.5 billion could 
be achieved in this manner. Another $1 billion could 
be shaved from non-pension benefits to veterans, but 
these would not dent the $62 billion outlay needed 
for security to any marked degree. 

Part of the answer therefor, lies in reducing the 
actual spending for military supplies. It is alleged 
that we can still accomplish our defense aims by 
paring these expenditures approximately 20% to 
$49.6 billion—a cut of $12.4 billion. A fundamental 
alteration in our current foreign policy is not neces- 
sarily required to gain this end. 

The present day fiscal controls on procurement are 
especially archaic and demand a thorough overhaul- 
ing. A fantastic example of our multi-agency pur- 
chasing was recently uncovered when it was found 
approximately two dozen various branches of the 
government were placing direct orders for safety 
pins on an individual basis. If one central procure- 
ment bureau had been initiated, the savings alone 
from the reduced prices offered by bulk purchasing 
would have amounted to a considerable sum. This 
unguarded extravagance is repeated hundreds of 
times with considerably more costly items. 


New Legislation Needed 


To meet changing requirements, Congress should 
enact legislation to re-examine and revalue both past 
and present appropriations involving expenses to be 
distributed over a long period of years. It is esti- 
mated that almost $5 billion is now being wasted on 
military weapons rapidly becoming outmoded. This 
is especially true on unfinished airplane contracts. 

Further streamlining of our 











chaos. 

It is simply the creation of 
greater efficiency in government 
spending. The meat axe ap- Me Lad A 
proach could be immediately ap- 
plied to our sprawling Federal 


Post-War Contributions by the 
U. S. Taxpayer 


(in billions of dollars) 


GRANTS 


military organization is a prime 
requisite to lowering our com- 
mitments. The Hoover Commis- 
sion urged decentralization of 
our spreading militaristic bu- 
reaucracy and the strengthening 
of civilian control. Through the 


pay roll. In 1952 over 2.5 million E.C.A. Economic and Technical $10.72 

government employees will col- E.C.A. Military 2.05 cooperation of expert military 
lect a record $9.5 billion in pay UNRRA Relief om 3.44 and civilian staffs, working 
from the U. S. Treasury. At the Civilien Relief (Occupied Countries) ap tightly with Congressional com- 
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same time there is another 3.5 Geena Duka itary ond tcensiide 66 mittees, a system of selective and 
million people in the military China—Military and Economic 24 careful pruning could be in- 
services—an aggregate of nearly Lend-Lease 70 stalled. It would eliminate the 
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seven times the total government 
working force inherited from 
the Republican Administration 
in 1933. As clearly shown by the 
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now-famed but little activated Other loans 
Hoover recommendations, over- ae 


lapping of jobs exists on a large 
scale. Repeated evidence has 
been cited that three distinct 
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63 wholesale slashing of arms that 
could easily weaken our position 











= in the world and simultaneously 
$ 3.75 encourage the spread of com- 

5.92 munism. 

“— If we do not face the pruning 
a ee issue squarely and astutely, we 
$11.07 will be destined to live with end- 
——— less deficits and “fifty-cent” dol- 
$35.58 lars for years tocome. That would 
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OFFICIAL propaganda on a worldwide scale was 
begun by the United States 10 years ago this month 
when President Roosevelt created the Office of War 
Information and one decade later the issue “‘is it 
good or bad” is just as alive as when Elmer Davis 





WASHINGTON SEES: 


Probably because General Eisenhower has be- 
come a politician in the flesh instead of one in 
absentia, candidates of all degrees and their 
supporters have suddenly blossomed as military 
experts and some of their assertions are, to be 
mild about it, amusing even to the amateurs. 

This is especially true of their commentaries on 
air power. Senator Taft is particularly vehement 
in his insistence that the United States be supreme 
in the air—but he appears to believe this can be 
accomplished without spending money, wants the 
military budget slashed in the face of recom- 
mended multiplied disbursements. His position was 
more consistent when he voted against expansion 
of the Air Force to fifty-eight groups and later 
cast a negative vote on extension to seventy 
groups. 

And President Truman has stated as a fact that 
Russia has 20,000 combat planes compared to 
6,000 in operation by the American military arms. 
Just how the information as to the Soviet air 
strength came into possession of the President re- 
mains unexplained. Stalin’s desire to be coopera- 
tive in the exchange of such data has not been 
noteworthy. 

Burden of informed opinion is that Russia prob- 
ably is ahead of the United States both in equip- 
ment and existing productive capacity and what- 
ever Congress does to overcome the advantages 
by larger appropriations won't be reflected in 
flying craft for at least three years. No wonder 
the American public is baffled by the confusion in 
military procurement. Something is certainly wrong 
in the picture. Maybe a change in administration 
will provide the needed cure. 
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GOVERNMENT MESSES AROUND IN STEEL STRIKE 


By E. 





K. T. 


left his microphone to set up the system. Fact of the 
matter is that the idea of “selling” democracy on a 
global basis cannot be carried out within the appro- 
priations Congress has been reluctantly making and 
it’s possible to point out numerous defects which ride 
with inadequate financing. The contesting sides will 
carry on and the cry of not enough money will con- 
tinue. But it isn’t a minor venture; it involves 86 
million dollars a year, personnel of 11,500! 


GOVERNMENT employees through their adequately 
financed lobbies may yet defeat the move for reduc- 
tion in Federal personnel. Congress had been moving 
with directness: one bill would order departments to 
replace only one out of each four vacancies which 
arise in the next fiscal year, another proposed a 10 
per cent cut in Federal employment, and a third 
would fix the cut figure at 25 per cent. Now there’s 
great likelihood that the entire subject will be 
turned back to the Budget Bureau with instructions 
to work out a reduction program. The Bureau may 
be strong for slashes on reclamation projects and 
the like but it’s too much to ask government per- 
sonnel to indorse government personnel cuts. 


REGARDLESS of the time of settlement of the steel 
strike, it could have no other effect than to delay the 
day of decontrol. Each day of stalemate increases 
that certainty. And in spite of optimistic spots it 
was fundamental in the negotiations that manage- 
ment and labor might have gotten along faster if the 
government intervention wasn’t present. While mili- 
tary needs were to be supplied, more than 70 types 
of civilian consumption were cut off. Their inven- 
tories were evaporating to the point of complete 
disappearance. It will take time to replenish and dur- 
ing that period it will be deemed wise to watch dis- 
tribution carefully. That means only one thing: 
longer controls. 


BOX-SCORE on reaction to public housing projects 
reflected in votes taken either in direct balloting or 
through mayoralty or council actions isn’t encour- 
aging to those who favor construction of dwelling 
units out of general funds—federally or locally 
raised. 
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There were strong political overtones to the 
debate in Congress on financing the Mutual Security Act 
and under such conditions it is easy to lose the basic theme 
but the ultimate decision was a great victory for those 
who believe that a strong, united Europe is essential to an 
improved worldwide economy and to peace. Some of the 
legislators who cling to isolationist ideas exercised 
their democratic right to express themselves to the bitter 












































end. Their arguments merited listening — the entire 
program is built upon hope rather than experience — but 





majority ruled and the North Atlantic Treaty Organization 
was given a needed financial transfusion. 


The action has longs range implications. It was 
a Simple thing for congressmen to express in flowery 
rhetoric the wisdom of maintaining friendly relations 
with democratic nations abroad. But to finance NATO 
involves a commitment that doesn't find its discharge in 
the bang of the gavel at day's end. And the lawmakers 
seemed conscious of the stretch-out involved; took seriously the realization that by 
voting NATO support they were inviting many countries to arm, to plunge into economic pools 
in which they could remain afloat only So long as Support was available from outside. 


























In a sense the congressmen were called upon to determine whether a basic 
change should be made in international dealings. Loans to other countries on an individual 
basis were not new. (A good case could be made out against some of them.) But here was a 
situation in which a group of nations was involved — it was the biggest thing since 
the Marshall Plan evolved, and even that plan was based, essentially, on allocations to 
listed beneficiaries and was not one creating a general pool. The problem was not entirely 














domestic ; Se ae As A Se ee  E 
up cherished autonomy to gain the benefits of NATO? At least to this extent, the United 


States had no problem. The legislators were not required to rule on whether any part of 
this government should be relinquished to a world organization; that issue wasn't 
raised, wasn't involved. Which probably explains the affirmative vote. 














There is glaring difference between the stated position of many governors and 
mayors on the subject of centralization of government in Washington and their willingness 
to accept loans and grants from the Federal treasury. True, many of the financed 
operations are essentially federal in character and imposed upon the states and cities 
by legislation. But local officials who come to the Capital to protest enactment of bills 
invading local functions — "control follows the dollar," they usually say — remain 
around to visit the agencies which disburse the available grants. 























A recently conducted private study disclosed that grants-in-aid from the 
Federal government to states and local governmental units in 1949 totaled 1,885 million 
dollars and covered 42 separate programs. The federal participation really hit its 
stride during the depression and recession period of 1950 and 1939 -- understandably, 
because the states and cities were too close to their statutory borrowing limits to 
undertake huge job-creating programs whereas Congress recognized no such problams. 

All of which is bringing about a revival — a periodic one -- of the agitation 
for creation of a council to work out a demarcation of tax boundaries between state and 
federal governments. The subject is far from new; it's been gone over many times, 
occasionally seems likely to be adopted -- then crumbles. States, through their fiscal 
officers, have pointed out that they could get along with little or no federal "aids" 
if given the opportunity to levy heavier taxes on liquor and a few other commodities (a 
few states probably could finance the entire federal operation if given exclusive liquor 
and tobacco taxes), but the answer from Congress has been "no." They can't stand to see 
that much money doled out in legislative halls other than their's. 
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President Iruman's dramatic appearance before a special session of Congress 








to ask seizure powers and end the steel strike brought exactly the reaction his advisers 
told him would result. It cemented opposition which had loosely allied up to then. In an 
election year, it's not politically unwise to suggest that the working man has been made 
the goat of court decisions and that corrective measures should be taken via the 
statutory route. This one, however, went too far. Congress balked, formed lines that 

will hold against any but the most restricted Seizure law. 























Washington newspapers have joined in an editorial campaign to convince 
banking, investment and brokerage houses that they would be better off in Washineton than 
in "the tax hungry municipality of New York." The argument runs to the effect that 
this already is the greatest center of activity in the commodities with which the firms 
deal. Pointed out, too, without attempt to classify it as for better or for worse, is the 
fact that the dealers would be closer to the Securities Exchange Commission. Boston 
also is a competitor for the honor of housing the banking fraternity. From the general 
tone of editorial discussion it's pretty clear that the campaign is strictly of tongue- 
in-the-cheek class and that nobody expects anything to come of it. 
































General Eisenhower is going to be called upon to do Some fast talking or 
Slow explaining when his expressed stand for less military expenditure comes under 
examination. The Presidential aspirant has said the outlays should be slashed but he 
hasn't answered several elemental questions: by the direct route of cutting appropria- 
tions and forcing changes in the overall pattern, by requiring a larger degree of 
efficiency and if so how it is to be done, or by a policy of this far and no further? 
Federal economy naturally will be key words in all campaign headquarters but the General 




















Taft, has been a bit more specific, in fact has been criticized for his stand on the 
costly militarization plan for which Ike has consistently argued. 
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to escape the observation that most of the candidates seem more determined to defeat 
themselves than to win the coveted nomination. The Texas delegates selection fiasco 

may have done Taft irreparable harm. However able General Mac Arthur may prove as a 
keynoter, the fact remains that the charge of steamrollering will be effectively raised 
by the Eisenhower bloc. Choice of Walter S. Hallanan as temporary chairman, lends fuel 
to the fire. Bouncing of Rep. Charles Halleck of Indiana, off his state's delegation 
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against Senator Homer Capehart of that state whose appeal to voters not already in the 
party's fold is not too strong. 











One conclusion is inevitable: Senator Taft is completely confident he will 
top the ticket. That confidence is not universal among the party leaders here. Some of 
them have been around long enough to remember a convention in Chicago 40 years ago at 
which Taft supporters (in that instance, the backers of the Senator's father) were 
riding high-and-handsome -- so much so that they divided the party and Woodrow Wilson 
became the first democrat to reside in the White House in this century. History could 
repeat. 
































Existing world conditions have turned the labor market into a seller's market 
as colleges turn an estimated 300,000 graduates out this month. The U.S. Department of 
Labor (supported by statistics compiled by the Office of Education) sees little chance 
of employables spending much time knocking on doors. The fact that military deferments 
will be up for thousands when they doff their caps and gowns and put the sheepskin in the 
attic trunk, isn't going to be the determining factor; there just is need for additions 

















seniors have been recruited for jobs months in advance of the June graduations. That's 
been especially true of engineers. 
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T The Brandenberg Gate in Berlin, 
c A the demarcation point between the 
Soviet-controlled section of the city 
and the British. Over the famous 
monument flies the hammer and 
sickle, a grim Russian warning. 





r wah.) Jo 
a ect om 
S 








—- - -“ ie 
2 NS 
nt ae SAXONY ‘ 
rid a ae “= ead | 
\reumingia e cntunte ee 
~ ae ce 
Xv - a { 4" . - 
ww yj ae 
gf" wget reanas unt ec y 1 
z Amine l fano- ta SR ea, (foe 
> 9 PALA MAINZ pager te 8 i en ‘ : 
38 NA EN 
Sie BaF RENCH 2 {Fy 2» UREN < €¢ 
(i pre ae aN | 4e)\\3 \ 
SRANBALECK hs - sa - 5 NUREMBERG Se 
a 1k 3 
; a eer a X BAVARIA % 
) ‘% ‘. bd sy (o~. \ 
> Phat i eatnseumt zener ™y Pe Photo by German Tourist Information Office 
a roxy — LEGEND 
} “& Passa Oo —— 
us Y ZONE <? s oor - ae [om came came PRESENT BOUNDARY OF GERMANY 7 a 
zy Frege Sy ih . , PREWAR BOUNDARY OF GERMANY that the partially dismantled 
ane “ov 7 wt ‘ meme Tones oF OceuarOn Thysen Works be put into op- 
& 7S t + we nenwne BOUNDARIES OF THE GERMAN STATCSS : meatal 
anmet ¢ WS 4 é meres = OTHER INTERNATIONAL BOUNDARIES eration. 
~ <) Get Oy aT . STAT PITAL . ‘ 
Le 4 oes nee ©) ee The Pleven Plan for a uni- 
[77 SWITZERLAND LF Ol asia iis ile ill a fied European army was first 











Germany's Fateful Entrance 
—Into Western Europe Coalition 


By V. L. HOROTH 


Fu signing of complex conventions and 
instruments in Bonn and Paris during Decoration 
Day week was greeted throughout America, but less 
so in Western Europe, with inspired editorials about 
“the dawn of a New Europe” and “the reversal of 
the partition of Charlemagne’s Empire which took 
place more than a millenium ago.” Now that the 
fanfare has died down and the diplomats are safely 
home, let’s see what really happened in Bonn and in 
Paris, and how much nearer we are to that elusive 
goal of a European Defense Community. 

Though Western Europe has learned how to coop- 
erate in many little ways, the big postwar projects 
appear to be running constantly into unexpected 
difficulties. The Benelux economic merger, now 
nearly eight years old, has not progressed beyond 
the stage of a limited customs union. The integration 
of European markets, advocated some five years 
ago by Mr. Paul Hoffman of E.C.A. fame, never got 
beyond the European Payments Union, now nearly 
frozen for lack of funds. The Schuman Plan for uni- 
fied Continental coal and steel markets was ad- 
vanced two years ago. Although ratified, it is re- 
ported to have struck a snag: the Germans insist 
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‘ broached in the fall of 1950 un- 
der the threat of communist in- 
yasion. It has taken the form 
of a Treaty for the European 
Defense Community, to which 
Germany was admitted several 
weeks ago as a full-fledged part- 
ner. But how long it will take to 
have this “shotgun wedding” 
type of a treaty ratified is any- 
body’s guess. As one British offi- 
cial recently sarcastically remarked, referring to the 
Russian gift for doing the wrong thing at the wrong 
time, “the Russians will help us out, they always do.” 

One reason why the ratification of the first docu- 
ment, the so-called “peace contract,” is bound to run 
into difficulties is that many problems have been 
left unsolved. For example, no decision was made 
about the Saar. This means that the bickering be- 
tween the Germans and the French over this valu- 
able piece of real estate will go on. Certainly Wash- 
ington’s hopes of Franco-German cooperation are 
premature. 

Second, the Western Allies have, under the peace 
contract, retained the right to negotiate with the 
Russians over Germany’s unification and the fate 
of West Berlin. The Germans resent bitterly that 
this decision to reunite does not rest with them. They 
complain that their interests are being sacrificed— 
and they undoubtedly are, since the security of the 
whole free world is involved—to the interests of the 
East and West blocs, and that they are still being 
treated as occupied, defeated democrats, lead by 
boldly anti-communist Dr. Kurt Schumacher, that 
German participation in the European army is the 
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right way—unless the East German communists, by 
their blunders, help the West Germans to make up 
their minds. 

With the above and a few other minor exceptions, 
the “peace contract” restores to the Germans the 
sovereign powers which they have not as yet had. 
They have already been enjoying almost complete 
sovereignty in financial and economic matters. When 
the peace contract is ratified, the Allies will no longer 
have anything to say about such matters as the re- 
turn of property stolen by the Nazis or the settle- 
ment of the prewar debt. All these matters will have 
to be negotiated with the Germans. Since many 
things have been left unspecified, here is a source of 
many future headaches. 


The Decartelization Laws 


One such headache may be the treatment of Amer- 
ican business men in Germany. According to the 
treaty, they are not supposed to be discriminated 
against; they are now “immune” from a capital levy 
for the next two years. But the Germans are already 
agitating that the “rich Americans” should pay 
this levy, the proceeds of which go to those who lost 
their property during the war. 

Another question is what the Germans will do 
about their decartelization laws, now that they have 
almost complete sovereignty. Will the Germans re- 
peal some of these laws? If what is now happening 
in Japan is a criterion, then some of these laws will 
no doubt be modified, particularly if the going gets 
tough in international trade. 

Once the peace contract is ratified, the Allied High 
Commission no longer will have any say about the 
quantity of steel that Germany can produce. The 
matter will then be up to the Schuman Plan part- 
ners. But suppose the “High Authority” of the 
Schuman Plan had not been set up: What then? 
The Germans will also be able to build ships and 
operate commercial airlines. There certainly will be 
more competition for trans-Atlantic business. The 
Germans will also have the right to manufacture 
certain weapons, such as tanks, artillery, and light 
weapons, but not war chemicals, military planes, or 
atomic weapons. 

Furthermore, there will be no one to watch over 
the trade between Western and Eastern Germany. 
It will be entirely up to the West Germans whether 
they want to cooperate in the embargo on strategic 
shipments. American dollar aid may keep them in 
line, but if the international situation should deteri- 
orate and the West Germans find it more and more 


difficult to trade with the Free World, who will stop 
shipments of steel and machine tools across a line 
that every patriotic German abhors? 

When the “peace contract” is ratified by the par- 
liaments of the signatory governments, German 
occupation status will end. The zones will disappear 
and Germany will begin to deal with the West 
through ambassadors rather than high commis- 
sioners. Western troops in Germany will become 
“friendly armies.”’ Germany has agreed to pay to- 
ward their maintenance some $200 million a month 
up to June 19538. After that date these contributions 
are gradually to disappear. The British are already 
worried, in view of their foreign exchange situation 
—the Deutschemark being a hard currency in respect 
to the pound sterling—how they will maintain their 
“Rhine army” in Germany. Already they are sug- 
gesting that we foot the bill. This is one illustration 
that we are not escaping any problems. Some old 
problems are simply being replaced by new ones. 


Defense on the Elbe 


The 50-year military treaty which was signed in 
Paris provides for the creation of the European 
Defense Community (E.D.C.) within the scope of 
the N.A.T.O. and, incidentally, makes us now liable 
to defend Germany on the Elbe River, rather than 
on the Rhine or in the Pyrenees. There will be 
German generals on the staff of this army to which 
Germany is to contribute eventually—meaning, by 
about 1955, if the treaty is ratified by the end of 
this year, some 400,000 soldiers, organized in about 
12 divisions. It was decided “for the sake of tactical 
and organizational necessity” that these divisions 
be organized on ‘‘a single nationality basis’ and that 
a part of them be kept permanently at home—in their 
respective countries. 

This is where the trouble comes in and why 
so many Frenchmen and other Europeans who ran 
up against the German Wehrmacht during the past 
30 years are so unhappy. They fear that some day 
the West German Army, when it feels strong enough, 
may disentangle itself from the European army and 
secede. But even if this does not happen and the 
Germans stand by their word, the other Europeans 
argue, the German divisions will be the strongest 
part of the future European army and will come to 
dominate it. Certainly, they say, 12 highly trained 
German divisions will carry much more weight than 
12 Italian divisions. Besides, with the bulk of the 
French army serving in Indo-China and other parts 
of the French Union now threatened with disorders, 
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Western Germany: Economic Progress Since the War 
Nat. Dollar Money Motor 
Industrial Per Capita Steel Output Coal Ouutuput Employed Unempl. Income Cost of Balances Supply Vehicles f 
Production Production (mil. tons) (mil. tons) (Monthly Average) (Bill. DM) Living ($000,000) (Bill. DM) (000) 
Prewar 100! 100! 137° 17.9" 71.52 1002 1741 
1946 37 54 : 7 
a7 .... 42 3.1 71 she, sans 90 
1946 ...;.. 62 53 5.6 87 8 30.0 179 rics 30 
3949 ....... 90 72 9.1 103 13.5 1.3 64.5 161 149 13.8 104 
1920 .:..... 114 90 12.3 11 13.9 1.6 72.5 152 222 15.8 216 
1951 135 109 13.3 119 14.6 1.4 90.0° 165 406 18.6 267 
4th Quar. 1952 142 114 14.3 1224 14.6 1.4 170 406 18.6 2744 
Ist Quar. 1952 136 15.2 1274 1.8 180 362 18.2 280+ 
1_1936. ~—1937. 3—annval rate. °—estimated. 
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who will oppose the Germans? The British have 
their armies dispersed and there will be only the 
American troops. 

Hence, unless the United States is willing to con- 
tribute more to French and British defense expendi- 
tures in order to build up the armies of these two 
countries, or unless we are willing to take over in 
some of the over-extended positions of Great Britain 
and France in Southeast Asia or the Middle East, 
we may see the issue of the German army being 
postponed indefinitely by the French Parliament. In 
fact, Mr. Walter Lippman recently went as far as 
to suggest that the German problem might endanger 
the whole N.A.T.O. system. Here again new head- 
aches have merely replaced the old ones. 


Unity Ranks First to Germans 


Though the Germans at present give the impres- 
sion of being cynics in domestic and foreign politics, 
“German unity has always been ranking first on the 
scale of value of German feelings and desires,” wrote 
recently the leading German economic publication, 
the Wirtschaftdienst.” “German unity has become 
the irrevocable ideal of every German’s patriotic 
longing for over 80 years,” and, one may add, it is 
still. The Russian offer is very tempting. Stripped 
of the diplomatic verbiage, it ran something like 
this: We don’t mind your joining with Eastern 
Germany and becoming a democracy in the Western 
sense, but you must abstain from joining the E.D.C. 

That the West Germans did not fall for this uni- 
fication offer was probably due to (1) the natural 
distrust of the Soviet Union, (2) the fact that the 
Russians offered no concession in respect to the 
eastern boundary. The future of the lands beyond 
the Oder-Neisse line is a burning question for mil- 
lions of refugees who more or less hold the balance 
of power in the Bonn Parliament. (3) A wnited but 
disarmed Germany—with the American several thou- 
sand miles away and the Russians only a few hun- 
dred miles away—would leave the country at the 
mercy of the Russians who would be tempted at 
some later day to stage a communist putsch, such as 
was carried out in Czechoslovakia. (4) The most 
important of all, the German vote against joining 
the E.D.C. would have meant a vote now for the 
unification. At this stage of international tension, 
the Allies would have disregarded such a vote and 
proceeded to tighten the occupation regime. This 
was the last thing the Germans wanted after seven 
years of occupation. A vote for the E.D.C. and 
against unification now, gave the West Germans a 
chance to become the masters in their own house. 


Germany on Way to First Rank 


By becoming the masters in their own house, by 
becoming sovereign, the Germans feel that they can 
once more become a strong powerful country, able to 
take into their own hands the solution of the uni- 
fication problem, without running the danger of 
being swallowed by Russia. 

Thus the unification issue is not dead. It is merely 
postponed until the time when West Germany is 
again a major European power. The Germans are 
on the way to becoming such a power now, thanks 
to (1) hard work, and (2) adherence to free econ- 
omy. Since the currency reform in 1948, the Ger- 
mans have been resolutely adhering to the principles 
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Western Germany: Prewar and Postwar 
Trade Pattern 
(In Millions of Dollars) 


1952 











1937 1948 1949 1950 1951 Ist Q. 
EXPORTS TO: 
United Kingdom 95 102 86 209 
France 166 219 181 288 
Benelux 173. 220 436 582 
Other West. Europe 194 337 643 1,066 
Total O.E.E.C. 887 628 879 1,346 2,145 
United States & Canada 68 BS 53 102 261 61 
Latin America 193 3 27 127 322 86 
Middle East 3 13 41 77 
Other Asia 8 35 87 210 
Communist Orbit 288 22 61 129 173 
All Others 9 61 149 286 


1,663 706 1,129 1,981 3,474 943 
IMPORTS FROM: 


United Kingdom 152 53. 116 118 








France 84 76 207 192 
Benelux 88 242 392 388 
Other West. Europe 134 374 638 744 

Total O.E.E.C. 527 458 745 1,353 1,442 
United States & Canada 86 904 845 440 698 232 
Latin America 238 43 109 148 267 105 
Middle East 9 30 85 155 
Other Asia 16 138 200 331 
Communist Orbit 254 23 107 114 152 
All Others 128 273 360 458 

Total 1,429 1,581 2,247 2,704 3,503 1,029 

















of free economy with astonishing results. There are 
no subsidies or controls. The German mark is con- 
sidered one of the hard currencies. After being 
cowed and taking orders during the Nazi era, Ger- 
man industrialists and businessmen have regained 
their entrepreneurial spirit to a surprising degree. 
As will be seen from the foreign trade figures, they 
have done an excellent job in regaining their for- 
mer markets. They have proved to be more than a 
match for British and French exporters. 

As to hard work, there seems to have been some 
kind of instinctive understanding on the part of all 
Germans that only through hard work would their 
country become strong and independent again. The 
management-labor relations, up to recently, have 
worked more smoothly than anywhere else in Eu- 
rope. There have been very few strikes, for example. 
It is claimed that the German worker, because of his 
intelligence, has a sense of understanding for the 
problems of his employer. We may soon find out 
whether this is right or not. A law passed by the 
Bonn Parliament early this year will give workers 
in coal and steel industries a 50 per cent share in 
active management. Labor will name half of the 
board of directors and share in policy making and 
profit allocations. 


Serious Problems Ahead 


Though the people returning from Germany talk 
about more consumer goods being available in stores 
than either in Great Britain or France, and at lower 
prices, about heavy motor traffic on German roads, 
and about the building boom which has no equal in 
neighboring countries, Germany still has many seri- 
ous problems. There are several millions of unas- 
similated refugees and (Flease turn to page 400) 
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Investment Portfolio 


...Loday... 





By PHILLIP DOBBS ~ 


TT investor intent on obtaining maximum 
results from his investment program finds that the 
problem to-day has become extremely complicated. 
This is due principally to two causes: one, the cheap- 
ening of the dollar and its important effect on the 
real value of income and, second, the reduction of 
net yield produced by high income taxes. 

Unless these two great changes are taken into ac- 
count, investment programs instituted at this time 
are likely to become ineffective over the long range. 
It is obvious, for example, that the possessor of a 
large income—from sources other than securities— 
can no longer afford to acquire securities solely for 
the purpose of adding to income, since any additional 
amount of income thus obtained is penalized by the 
rising scale of income taxes as the higher brackets 
are reached. Hence, for this class of investor to pur- 
chase securities mainly for the maximum gross in- 
come obtainable is no longer sensible, as the larger 
the total income the smaller the percent of vield 
after taxes are paid. 

Investors in the more substantial brackets, those 
whose annual earnings—aside from security income— 
are $15-$20,000 and above, cannot implement their 
investment programs effectively unless their invest- 
ments are made with direct reference to their tax 
position. It is not so much the cash return from in- 
vestments which is of prime consequence in such 
cases as the net return—after taxes. 

For investors in this class, therefor, it would prove 
fruitful to re-examine their portfolios from this as- 
pect. They will find, undoubtedly, unless they have 
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had the foresight to 
arrange their invest- 
ments in accordance 
with modern require- 
ments that their net 
return is lower than 
they actually believe 
to be the case. 

For those in the 
lower brackets, how- 
ever, the factor of in- 
come taxes is of con- 
siderably less impor- 
tance. Hence, they 
are much freer to 
seek as large an in- 
come from securities 
as possible, compati- 
ble with ordinary re- 
quirements such as 
reasonable _correct- 
ness in the individual selections from the stand- 
point of dividend safety, financial strength and 
the other usual elements entering security eval- 
uation. 

Together with the effect of high taxes on in- 
come, the investor must consider the enor- 
mously important factor of the now much 
cheaper dollar as compared with the years be- 
fore the war. There was once a time when the 
truly conservative investor placed his funds 
only in high-grade bonds, and many trustees 
have been criticized for still clinging to this 
outworn concept of obtaining maximum secu- 
rity. It follows that those who have persisted 
through the years in stubbornly maintaining a 
full position in fixed-income bearing securities 
have rendered themselves and their trusts a 
great injustice. 

It is obvious that the great changes in our eco- 
nomic life in the past decade and a half have com- 
pletely invalidated the older principle that the great- 
est safety could only be obtained from the highest 
grade bonds. A simple calculation will prove the 
truth of this assertion. Anyone who has held bonds 
throughout the period since before the war has in- 
curred a depreciation of about 50% in the real value 
of his securities and a decline of equally substantial 
proportions in the purchasing power of the income 
derived from such investments. 


Why Reserves Are Needed 


Bonds, of course, have their place in security port- 
folios to-day but they occupy a much less important 
function than formerly. Should any further impor- 
tant depreciation in the value of the dollar take 
place, say in the next decade, the real value of bonds 
would be proportionately affected. This is the basic 
reason why stocks are so much more important than 
bonds in investment portfolios to-day. 

Bonds in a well constructed portfolio should be 
included mainly as part of the necessary reserve. In 


‘the accompanying table, for example, which has set 


up a $100,000 portfolio, 30% has been set aside for 
reserves in short-term and tax-exempt issues. They 
have been so reserved in order to furnish adequate 
funds in the event a major decline in the market 
provided an opportunity for “dollar averaging.” 
This is the method by which investors distribute the 
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timing of the purchase of carefully selected stocks 
according to the price levels at which they sell. Need- 
less to say such forms of “averaging’* should be 
limited to stocks of the strongest companies. Re- 
serves are also needed by smaller investors for the 
same purpose. This is indicated in the table illus- 
trating the $25,000 portfolio. 

Before describing the two portfolios in the two 
accompanying tables, one, for persons of moderate, 
and the other for persons of more substantial means, 


it is necessary to state that while the general ob- 
jectives are similar they differ in degree. In the 
smaller portfolio, the emphasis is on income, and in 
the larger, on capital gains. The object in the first 
case is to provide as much income as possible, a 
feasible project since the tax impact is smaller, and 
in the second, to reduce current income and simul- 
taneously take advantage of the lower capital gains 
tax, which is 26% against the higher normal rates. 

Capital gains also (Please turn to page 396) 








$100,000 Investment Portfolio 










































































Number of 
Shares or 
% of Amount Div. or Yield 
Total Amount Type of Investment of Bonds Price Name of Security Cost Int. Rate To Income 
15% $15,000 Short Term Notes, 
Cash Reserve Savings Bank, etc. $ 15,000 2% 2% $ 300 
For 
Reserve (Reserved for “Dollar Averaging) 
15% $15,000 Tax-Exempt $10,000 103. New York City 1969 10,300 2% 2.6 275 
Securities 
For $ 5,000 106 New York City 1977 5,300 3.0 2.8 150 
Reserve 
(Secondary Reserve for ‘Dollar Averaging”’) 
20% $20,000 Income Securities 100 151 Amer. Tel. & Tel. 15,100 $9.00 5.9 900 
For 50 95 Allegheny & Western R.R. 4,750 6.00 6.3 300 
Income (Guar. R.R.) 
50% $50,000 “Growth” Stocks 100 121 Dow Chemical 12,100 2.40! 2.0 240 
150 46 Food Mach. & Chem. 6,900 2.00 4.3 300 
For 150 28 Merck & Co. 4,200 .80 2.8 120 
Capital 100 59 General Electric 5,900 3.00 5.0 300 
Gains 150 58 Phillips Petroleum 8,700 2.40 4.1 360 
200 64 Union Carbide & Carbon 12,800 2.50 3.9 500 
$101,500 3.7% $3,745 
1_Plus Stock. 
How Taxes Affect $100,000 Portfolio 
For individuals with taxable income from Combined Tax Cash Income Taxable Rateon Tax on Income Net Income Portfolio Yield Portfolio Yield 
annual earnings as indicated below: From Earnings From Securities Security Income From Securities From Securities Before Taxes After Taxes 
$18,000 Earnings $4,692 $3,745 35% $1,310 $2,435 3.7% 2.4% 
$26,000 Earnings 7,812 3,745 43 1,610 2,135 3.7 2.1 
$25,000 Investment Portfolio 
% of Number of Div. or Yield 
Total Amount Type of Investment Shares Price Name of Security Cost Int. Rate ys Income 
20% $5,000 Short Term Notes 
For Cash Reserve or Savings Bk., etc. $ 5,000 2%! 2%1 $ 100 
Revenues (Reserved for ‘’Dollar Averaging’’) 
50% $12,500 Income Securities 50 151 Amer. Tel. & Tel. 7,550 $9.00 5.9 450 
For 25 95 Allegheny & Western R.R. 2,375 6.00 6.3 150 
Income (Guar. Rail.) 
25 103 N. Y. Chi. & St. Louis Pfd. 2,575 6.00 5.8 150 
30% $7,500 “Growth” Stocks 50 64 Union Carbide 3,200 2.50 3.9 125 
For 30 46 Food Mach. & Chem. 1,380 2.00 4.3 60 
Capital 30 58 Phillips Petroleum 1,740 2.40 4.1 72 
Gains 40 28 Merck & Co. 1,120 .80 2.8 32 
$ 24,940 4.5% $1,139 
How Taxes Affect $25,000 Portfolio 
For individuals with taxable income from Combined Tax Cash Income — Taxable Rate on Tax on Income Net Income Portfolio Yield Portfolio Yield 
annual earnings as indicated below: From Earnings From Securities Security Income From Securities From Securities Before Taxes After Taxes 
$10,000 Earnings ............... $2,252 $1,139 27% $ 308 $ 831 4.5% 3.3% 
$14,000 Earnings .... 3,392 1,139 30 340 799 4.5 aa 
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Companies with Expectations 


...of Higher Karnings in 1952 


By GEORGE W. MATHIS 


_ first quarter earnings for many 
companies were in a decline either as a result of 
smaller volumes of business or by reason of 
higher taxes, there were a number of companies 
whose favorable position in their respective fields 
of activity enabled them not only to show resist- 
ance to the general earnings trend, but report net 
income for the first three months at a rate higher 
than that in the corresponding period of last year. 
We are listing 24 of these companies in the ac- 
companying table. Five industries stand out in 
particular. The railroads are a good example of 
this favorable trend. Freight traffic over most of 
the rail lines, at peak levels in 1951, is expected 
to be satisfactory in 1952. Net earnings should 
show a corresponding growth reflecting increased 
freight volume, with the likelihood that such gains 
will be accentuated by the benefits derived from 
higher freight rates granted in late 1951, and the 
still higher rates which were approved by the ICC 
as recently as April of this year. 

Since the end of World War II electric utility com- 
panies have been expanding at a tremendous rate. 
(We presented a comprehensive study of the electric 
light and power industry in our June 14th issue, to 
which we again call our readers’ attention.) 


Great Activity in Oil Industry 


Aircraft manufacturers face a protracted period 
of peak operations. Present backlog of business for 
airframes and engines is placed at $20 billion, and 
estimates are that the entire program inaugurated 
right after the development of the Korean situation 
will involve by mid-1957, total expenditures of close 
to $70 billion. 

The oil industry continues to work ceaselessly to 
increase output of crude and refined products. With 
approximately 52 million cars and 8.5 million trucks 
on our roads, demand for gasoline and lubricating 
oils should continue at current high levels. Coupled 
with this situation is the sustained industrial de- 
mand for industrial lubricants, as well as the neces- 
sity to stockpile against defense needs. The oil indus- 
try enjoys a favorable excess profits tax position 
and also has the benefit of liberal allowances under 
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the tax laws for 
depletion and in- 
tangible drilling 
costs. 

Machine tool 
manufacturers are 
expected to show 
material gains in 
net earnings in 
1952. Shipments of 
machine tools has 
risen rapidly since 
the start of the 
Korean action, out- 
put in April, last, 
amounting to about 
$85 million, com- 
pared with $42 
million in July. 
1951. On the basis of April output, the industry’s 
backlog is estimated to be equal to 15 months produc- 
tion, the bulk of which are “rated” or defense orders. 
To further strengthen the position of the industry as 
a unit and benefit those companies which have caught 
up with their backlogs, representatives of the ma- 
chine tool makers have requested the NPA to permit 
the industry. to accept “unrated” or civilian orders, 
which, if granted, is expected to produce a flow of 
new business for civilian account. 

In the accompanying table listing 24 companies 
in diversified industries with earnings in the first 
quarter of this year surpassing those shown in the 
comparable three months period of 1951, are also 
given net earnings per share for the last two years, 
indicated dividend rates, and approximate yields at 
current market prices. Of the entire list of 24 issues, 
we have selected five as being among the most attrac- 
tive. These selections are commented on as follows: 

Ranking as one of the leading independents, Sin- 
clair Oil Corp., is a well integrated oil company, 
holding an important place in producing, refining 
and marketing of petroleum and its products, as well 
as in the producing and distributing of natural gas. 

The company during the last five years has carried 
on a broad expansion program. It has increased its 
holdings of producing acreage from 209,617 in 1947, 
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to 286,333 in 1951. Undeveloped holdings, in the 
same period, have increased from a little more than 
five million to in excess of 9.7 million acres. Produc- 
tion of crude in 1951 was 37.5 million barrels, com- 
pared with 28.8 million barrels five years earlier. At 
the same time net income has mounted from $52.4 
million to a high in 1951 of $81.8 million, or from 
$4.37 a share in 1947 to $6.78 a share last year and 
$5.81 in 1950. In each of the last five years per share 
earnings have been from two to three times annual 
dividend payments, and indications are that this 
high ratio of earnings to dividends will be well main- 
tained in the current year. 

Sinclair is continuing its policy of expanding oper- 
ations, looking forward to achieving a crude produc- 
tion of at least 45 million barrels annually or to a 
level comparable with refinery capacities. During 
1951, additions to properties, plant and equipment 
totalled $118.3 million, bringing total additions in 
the last five years to $478 million. As of December 
31st, last, net working capital stood at $210.5 million. 


Aircraft Parts Manufacturer 


The Ex-Cell-O Corp., is a producer of component 
parts and assemblies for aircraft, including com- 
pressor blades for jet engines. Other products are 
cutting tools and broaches and special machines and 
parts. An important division of activities is the man- 
ufacture of Pur-Pak paper milk containers and the 
manufacture and leasing of Pur-Pak equipment to 
dairies. 

In 1951, gross revenue from this division reached 
$10.3 million. Total gross revenues for the year were 
$60.2 million, this being 69% greater than 1950 gross 
of $35.5 million, and reflects stepped-up output of 
tools, jet engine compressor blades and other prod- 
ucts for use in connection with the defense program. 
Net earnings of $4.4 million in 1951, were equal to 
$6.35 a share for the capital stock. Net earnings in 
1950 amounted to $3.5 million, or $5.35 a share, com- 
pared with $5.05 a share in 1949. These earnings 
are after giving effect to 


International Telephone and Telegraph Corp., 
through subsidiaries operates telephone systems in 
Latin America and through other subsidiaries 
throughout the world is a large manufacturer of 
telephone, radio and other equipment. The company 
has been gradually expanding manufacturing activi- 
ties, acquiring in 1951, the Coolerator Co., producers 
of refrigerators and freezers, and in 1952, absorbed 
the Kellogg Switchboard & Supply Co., a large manu- 
facturer of telephone equipment and supplies. Other 
subsidiaries include American Cable & Radio Corp.., 
which, through its subsidiaries, operates the largest 
American-owned international telegraph service: the 
Capehart-Farnsworth Corp., and the Federal Tele- 
phone & Radio Corp., engaged in manufacturing 
radio, radar, television and telephone equipment. 

Largely reflecting satisfactory operations of the 
company’s foreign subsidiaries and the activities of 
its domestic manufacturing divisions consolidated 
sales and net earnings in 1951 were the highest in 
I. T. & T’s., entire history. Total income in 1951, 
amounted to $297.9 million, compared with $253.1 
million in the preceding year. Net income in 1951 
was equal to $2.60 a share for the capital stock which 
compares with $2.27 a share in 1950. 

The growth of the domestic manufacturing sub- 
sidiaries is sharply defined by the fact that total 
sales in the last five years have more than doubled, 
expanding from $44 million to $90 million. Further 
economic recovery abroad should extend the favor- 
able operating results of the foreign units and opera- 
tions at home, particularly in electronics and com- 
munications equipment, should likewise continue to 
improve, especially in producing to meet defense 
needs. The improved operating results in 1951 re- 
sulted in the declaration in that year of a total of 
60 cents in dividends, these being the first payments 
since 1932. Since then the stock has received pay- 
ments of 20 cents quarterly. 

The company materially improved its financial 
position during the year, and as of December 31st, 
last, current net assets of $256.3 million exceeded 








a 50% stock dividend in 





April, 1950, and a 10% 


24 Companies with Higher Earnings 





stock dividend in April, 
1952. 


—_-____— Eamed Fer Shae —_—_—___— 
Ist Quar. 





Ist Quar. Full Year Full Year Recent 1951 

Machines Perfected 1952 195] 1951 1950 Price Div. Yield 

Bendix Aviation .. . $1.72 $1.36 $5.58 $8.01 52 $3.00 5.7% 
Since the advent of the Blaw-Knox .!........... 72 38 2.55 199 17 125 7.3 
jet engine Ex-Cell-O has de- re oy al cee be 1.03 4.40 6.67 2 ee hp 
: ullard Co. :.... Leo 85 5.455 3.17 4 ; j 
veloped and perfected four Cincinnati Milling Machine 1.66 47 4.75 2.70 32% 2.05 6.2 
machines for performing Cleveland Electric Illuminating 1.19 1.05 3.68 3.40 52% 2.602 49 
various operations on tur- Commonwealth Edison ............... oT 67 1.93 2.12 32 1.802 5.6 
bine blades for jet engine Douglas Aircraft . Lipo 1.40 5.76 6.01 60 3.00 5.0 
‘ s Erigh Reh oa...:. 1.02 Ft 86915 3.20 22% 175 7.7 
hata boi ae demand se Ex-Cell-O Corp. ........ 152 130 635 5.05 46 200 43 
ese an other aircra Food Machinery & Chemical. ee 95 79 4.01 3.35 45% 2.002 4.4 
parts, the company only General Railroad Signal .. 94 65 392 418 31% 250 79 
this year put into operation Gulf, Mobile & Ohio RR. oo... 201 1.23 5.42 6.92 34% 2.00 5.8 
ol CT ee Oe .. 1.56 1.41 6.17 490 52% 2.00 3.8 


at Lima, Ohio, a new plant 
having 171,500 square feet 


Illinois Central ... 


International Tel. & Tel. .........0...0.00.0.. .66 .60 2.60 2.27 17% 802 46 

of floor space. The company Lehigh Valley R.R. 1.81 84 200 1.53 19% 
is in a sound financial posi- National Supply ......... a aa 1.18 7.13 5.34 33% 2.00 6.0 
tion, has expanded produc- a Cs & St. Louis RR... : _ = pi — po a = 
: nT . Oklahoma Gas & Elec. siaci, ae : 6 : 40° i 
tion facilities through put- Phillips Petroleum ............... 137. «(1.2620 5A) 257 2.402 4.2 
ting earnings back into the Republic Aviation ..... 1.35 40 2.92 2.34 17% 1.00 5.7 
business, and at the same Sinclair Oil 1.72 1.52 6.78 5.81 45% 2.602 57 


time has maintained divi- 


Standard Oil of N. ae ee Ectescitekes 


4.081 3.541 12.51 20.62 73% 3.00 4.1 


2.18 1.95 8.72 6.74 782 4.12% 5.2 





dend payments without in- 
terruption since 1936. 





1_4 months ended April 30. 


2_Indicated rate. 
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current liabilities by $136.5 million. 

Basically, Food Machinery & Chemical Corp., pro- 
duces labor-saving equipment for use in the proc- 
essing of milk, fruits, vegetables, meat, fish and 
frozen foods. This business is augmented by another 
important division in activities which involves the 
manufacture of agricultural equipment and supplies. 
Still, a third and a highly important division is the 
production of agricultural and industrial chemicals 
which are now contributing substantially to gross 
revenues and steadily increasing in scope and earn- 
ing power. 


Growth Through Acquiring Companies 


The company has pursued a vigorous policy of 
expansion through acquisitions of companies oper- 
ating in related fields and the further development 
of its established line of products. As a result, net 
sales in 1951, exclusive of $3.1 million classified as 
sales of military products, amounted to $142.8 mil- 
lion, compared with $96.7 million in 1950. Much of 
the food processing equipment in use is on a leased 
arrangement and income from this source in 1951, 
reached a new high of $5.7 million, an increase of 
11% over 1950. Total revenue from net sales, in- 
cluding sale of military products, and income from 
leased machinery and processes ,amounted to $151.8 
million, compared with a total of $101.8 million in 
1950, an increase of 49%. Net income of $9.7 mil- 
lion, compared with $7.7 million in 1950, or $4.01 
a share and $3.35 a share for the common stock 
in each year respectively. Results in 1951 were 
achieved despite flood losses at one of its chemical 
plants in Kansas and a shut-down of another chem- 
ical plant on the West Coast because of labor trouble. 

Since the beginning of the current year, Food 
Machinery has acquired the Oakes Manufacturing 
Co., a leading producer of poultry and hog raising 
equipment; the Simplex Packaging Machinery, Inc., 
producing a special type of packaging equipment, 
and the Buffalo Electro-Chemical Co., a major pro- 
ducer of hydrogen peroxide. At the end of last year 
defense’ orders on the books amounted to $124.3 
million. The company closed 1951, in a strong finan- 
cial position, net working capital amounting to $58.8 
million. 


Maker of Railway Equipment 


General Railway Signal Co., is one of the two lead- 
ing manufacturers of signals, switches, communi- 





cating and other safety devices in use on steam and 
electrical railroads. Installation of original equip- 
ment produces repair and replacement parts which 
contribute materially to operating income. A sub- 


sidiary, Electrons, Inc., manufactures electronic 
products which are, in many instances, adaptable to 
railway signal and other devices of the parent com- 
pany. 

Normal business of the company has been mater- 
ially aided by a ruling of the ICC that the railroads 
install block-signaling and other safety devices along 
approximately 45,000 miles of high-speed track. Net 
sales and operating revenue in 1951 reached $18.4 
million, compared with $13.6 in 1950. Net income for 
last year, however, amounting to $1.4 million was 
off from the previous year by about $86 thousand 
notwithstanding that orders in that period were at a 
record rate, and were well diversified so as to permit 
efficient manufacture, with total shipments being 
39% greater than 1n the preceding year. The decline 
shows the effect of higher taxes, resulting in net 
income being equal to $3.92 a share on the common 
stock, whereas per share earnings in 1950 amounted 
to $4.18. Unfilled orders on the books at the begin- 
ning of 1952 were understood to be sufficient to keep 
plants operating at capacity throughout the full 12 
months, making it reasonably certain that 1952 net 
earnings should be, at least, on a level with those of 
last year, and perhaps somewhat in excess of those 
figures as indicated by results for the first quarter of 
this year. At the close of last year the ratio of cur- 
rent assets to current liabilities was three to one. 


Other Companies in Strong Position 


While the five companies described above seem in 
an exceptional position with regard to the possibility 
of increasing earnings during the coming year, it 
should be noted that a number of other companies 
listed in the table also seem to be in a promising 
position. Among these in the aircraft manufacturing 
division are: Boeing Airplane, Douglas Aircraft and 
Republic Aviation. In common with most of the other 
companies in this group, all three have immense 
backlogs and operations are commencing to increase 
substantially. 

Among the other companies listed, the following 
in particular probably will turn in a better record 
for 1952 than last year: Bullard Co., Erie R.R., Gen- 
eral Railway Signal, Illinois Central, International 
Tel. & Tel., Phillips Petroleum and Sinclair. 
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Undervalued Stocks 
—with Good Yields 


By OUR STAFF 


? 

ns markets today, as in the past, 
develop trends—up or down. Some issues, however, 
give ground reluctantly and not infrequently move 
against the price tide when it is on the ebb. The 
strength of such issues, marketwise, is to be found 
in the strong position of the companies in their 
respective fields; their sustained earning power over 
an extended period of time, and their ability, because 
of sound financial conditions, to maintain dividend 
disbursements. 

At a time when a reversal of a general upward 
movement in business appears in process, stocks 
of this calibre represent attractive media to inves- 
tors concerned with employing available funds for 
the primary purpose of securing a reasonably sat- 
isfactory income return 

Naturally, only a limited number of issues come 
within such a classification. Any selection, we think, 
should include the five stocks on which we present 
on this and adjacent pages some brief comment and 
condensed statistical data. Among our selections is 
Texas Gulf Sulphur which has a sustained record of 
earnings and dividends, and is now expanding pro- 
duction of sulphur for which the world demand 
exceeds the supply. Also in the group is Pacific 
Lighting which, through operating subsidiaries, 
wholesales and retails natural gas to the fast grow- 
ing California area embracing Los Angeles and 
other large communities. We have also included in 
the group May Department Stores, one of the more 
aggressive and vet soundly managed companies in 
the department store field. Then there is Eastman 
Kodak, the leader in the photographic materials 
field, whose growth possibilities are enhanced by 
increasing activities in the organic chemical and 
acetate fields. Also in the group is First National 
Stores, one of the large food-store chains, having an 
excellent record of growth in an essential field. 

With the exception of Eastman Kodak, currently 
vielding 3.7% not including occasional stock divi- 
dends, yields on these issues currently range from 
5.1% to 6.5%. Prevailing market prices for each 
of the stocks are close to mid-way of the 1951-52 
price range. In bringing these issues to our read- 
ers’ attention we feel we are serving them in a 
practical manner, affording them the opportunity to 
exercise their judgment on the basis of accurate 
facts and figures. 
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EASTMAN KODAK COMPANY 


BUSINESS: Long the leading name in photographic materials and equip- 
ment, Eastman Kodak has become an increasingly important producer of 
acetate staple fiber, micro-filming equipment, vitamin concentrates, acetate 
dyes, and organic chemicals. 


OUTLOOK: For years the name “Kodak’’ has been synonymous with 
photographic equipment and materials, sales of which, in 1951, were well 
ahead of the year before as a result of new or improved products and 
growing markets. Substantial gains also were recorded in sales of acetate 
fibers and dyes, Tenite plastic, industrial chemicals and other products. 
Reflecting this growth in diversification of products and expanding markets, 
net sales in 1951, exclusive of $27.8 million in sales made to subsidiaries 
and branches not consolidated, rose to $514.3 million, surpassing 1950 
sales by $82.9 million. Taxes in 1951, however, also showed an increase, 
mounting to $84.3 million, or about $23.8 million more than the amount 
exacted from the company in 1950. This tax rise, accompanied by higher 
costs, brought 1951 net earnings down to $49 million, whereas 1950 net 
was $61.8 million. As a result net per share of common stock in 1951 was 
equal to $2.75 a share, compared with $3.72 in 1950. These figures are 
after adjustment for 10% stock dividends paid in January of 1951, and 
1952. Operating results for the first quarter of 1952, actually 52 cents a 
share, were down from 64 cents in the 1951 first quarter. This can be 
accounted for by a drop in sales at the Tennessee Eastman plant resulting 
in higher costs there. The company continues to improve plant facilities on 
its pay-as-you-go policy and without the aid of outside financing. The 1951 
program involved about $40 million and embraced completion of the first 
units of the new Longview, Texas, chemical plant which got into operation 
in January of this year. Similar expenditures are planned for the current 
year. The company continues to maintain its usual strong financing position. 
At the close of 1951, current assets of $246.6 million exceeded current 
liabilities by $169.4 million. 


DIVIDENDS: The current quarterly rate is 40 cents a share, although divi- 
dends in recent years have been in varying amounts and accompanied by 
an annual stock dividend. 


MARKET ACTION: Recent price—427, compared with a 1951-52 price range 
of High 48, Low—3736. At current price the yield, based on cash dividertds, 
is 3.7%, without considering stock dividends. 
COMPARATIVE BALANCE SHEET ITEMS 
December 27 December 30 
1941 1951 


Change 

(000 omitted) 
ASSETS 
Cash $ 32,744 $ 26,979 $ 5,765 
Marketable Securities 25,543 35,369 9,826 
Receivables, Net 17,027 57,618 40,591 
Inventories 50,871 124,130 + 73,259 
TOTAL CURRENT ASSETS 126,185 244,096 117,911 
Net Property 95,649 207,505 111,856 
Investments 11,295 6,932 4,363 
Other Assets 874 2,538 + 1,664 
TOTAL ASSETS . $234,003 $ 461,071 -+$227,068 
LIABILITIES 
Payables $12,196 $ 53,580 -+$ 41,384 
Accrued Taxes 33,804 14,541 - 19,263 
Dividends Payable 6.283 9,110 2,827 
TOTAL CURRENT LIABILITIES 52,283 77,231 24,948 
Reserves 14,670 14,670 
Preferred Stock . 6,166 6,166 
Common Stock ........... seeotens 99,040 165,365 -+ 66,325 
Surplus : 61,844 212,309 + 150,465 
TOTAL LIABILITIES .. $234,003 S$ 461,071 -+$227,068 
WORKING CAPITAL ...... $ 73,902 $ 166,865 +$ 92,963 
CURRENT RATIO ....... 2.4 3.1 + 
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FIRST NATIONAL STORES, INC. 


BUSINESS: The company operates approximately 922 retail food markets, 
including 269 self-service stores and 328 self-service super-markets scattered 
throughout the New England states with the exception of 23 units situated 
in Westchester County, N. Y. 


OUTLOOK: By a process of elimination and modernization, First National 
has kept in step with the trend toward self-service and self-service super- 
markets retailing meats and groceries. This policy has enabled the company 
to divest itself of a number of old-fashioned units with relatively high operat- 
ing costs and concentrate more on the efficient, modern type of market 
which has become so popular with the buying public. Since 1942, the 
company has reduced the number of stores in its chain from 1,748 to 922 
at the end of March, 1952. Ten years ago the average sales of each of 
the stores then in operation amounted to $99,759, and the average income 
of these units, before depreciation and income taxes was $2,782. With 922 
stores, average sales per unit in the last fiscal year were $441,185, and 
average income, before depreciation and income taxes, was $18,926. Total 
retail store sales in the earlier year aggregated $174.3 million. In 1952 
fiscal year, sales of $406.7 million set a new high record. Net income in 
1942 amounted to $2.3 million and in 1952, totalled $5.5 million, although 
the latter figure was below the $6.1 million in the 1951 period, and $6.9 
million in the preceding fiscal year. Failure of net income to keep pace 
with 1952 record sales can be attributed largely to higher taxes and price 
restrictions which have not only held profits to a narrow margin but 
imposed operating difficulties, creating increased operating expenses. Net 
results for the year were equal to $3.40 a share for the common stock. 
That figure compares with $3.74 a share earned in 1951, $4.27 in 1950, and 
$3.61 a share in 1949 fiscal years. There is no preferred stock or funded 
debt. During the last year bank loans were reduced by $5 million to $3 
million now outstanding. The cash account was increased from $9.4 to $12.1 
million and working capital stood at $10.3 million. 


DIVIDENDS: Since the 2-for-1 split in July of last year cash dividends have 
been paid at a rate of 50 cents a share quarterly. 


MARKET ACTION: Recent price—39%, compared with a 1951-52 price 
range of High—42, Low—3412. At current price the yield is 5.1%. 


COMPARATIVE BALANCE SHEET ITEMS 


March 28 March 29 
1942 1952 Change 
(000 omitted) 

ASSETS 
Cash & Marketable Securities $ 5,869 $ 12,114 +$ 6,245 
Receivables, Net ... 736 763 + 027 
Inventories 20,464 23,419 + 2,955 
TOTAL CURRENT ASSETS 27,069 36,296 + 9,227 
Net Property : 9,704 31,846 + 22,142 
Investments 376 256 -- 12 
Other Assets 747 5,046 + 4,299 
TOTAL ASSETS $ 37,896 $ 73,444 +$ 35,548 
LIABILITIES 
Notes & Accounts Payable $ 8,421 $ 12,406 +$ 3,985 
Accruals 947 380 —- 567 
Accrued Taxes 2,308 13,138 + 10,830 
TOTAL CURRENT LIABILITIES 11,676 25,924 + 14,248 
Reserves 594 1,180 oe 586 
Common Stock 6,977 6,977 
Surplus 18,649 39,363 + 20,714 
TOTAL LIABILITIES $ 37,896 $ 73,444 +$ 35,548 
WORKING CAPITAL $ 15,393 $ 10,372 —$ 5,021 
CURRENT RATIO 2.3 1.4 -- 39 
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THE MAY DEPARTMENT STORES COMPANY 


BUSINESS: The company operates a group of 10 leading department stores 
in St. Louis, Pittsburgh, Cleveland, Los Angeles and other large cities, 
together with branches in adjacent territories. These stores, handling for 
the most part medium priced merchandise, are operated in keeping with 
the requirements of each area. 
OUTLOOK: Sound merchandising policies coupled with well located retail 
stores and wisely planned expansion through opening of branch units are 
the primary factors accounting for the company’s almost uninterrupted 
growth in the department store field. In the ten years to January 31, 1952, 
net sales of the company have climbed from $151.7 million, with net earnings 
of 91 cents a share, to net sales in the 1951 fiscal year $424.9 million, with 
net earnings of $2.47 a share for the common stock, after giving effect to 
the two-for-one split of the common stock in June of last year. Although 
operations in the fiscal year ended last January set a new mark in net 
sales, net earnings, stated on the basis of last-in, first-out for inventory, 
and after provisions for income taxes and minority interests, declined to 
$15.6 million, whereas net earnings for the previous year were $21.3 million. 
Of course, in the last year, profits of the company’s stores were adversely 
affected by markdowns necessary to bring inventories into balance and by 
the increases in operating expenses. Because of the improved condition of 
the inventory it is not likely that markdowns will be as widespread or as 
large as those made last year. Moreover, the company did not have the 
benefit for the full year from operations of the new St. Louis “Southtown” 
branch as it was not until August that the doors of this new unit were 
opened. This has been followed by the opening in February, 1952, of the 
new Los Angeles-Long Branch “Lakewood” branch which, as with the 
“Southtown” branch, is expected to contribute substantially to net sales. 
The company’s financial position is strong and under the present tax base 
can earn approximately $2.45 a share on the common without being 
subject to excess profits tax. 
DIVIDENDS: Currently paying 45 cents quarterly on the common stock. 
After 2-for-1 split in 1951 paid a total of 90 cents on the new stock and 
$1.80 before the splitup. 
MARKET ACTION: Recent price—31, compared with a 1951-52 price range 
of High—36, Low—28'%2. At current price the yield is 5.8%. 
COMPARATIVE BALANCE SHEET ITEMS 
Fae 31 


1952 Change 
(000 omitted) 

ASSETS 
Cash & Marketable Securities . $ 8,395 $ 29,946 +$ 21,551 
Receivables, Net Rr ons cesn cchassdnanncuaescconin 14,946 63,042 + 48,096 
Inventories 20,243 49,004 + 28,761 
Other Current Assets 768 3,559 + 2,791 
TOTAL CURRENT ASSETS 44,352 145,551 + 101,199 
Net Property .. 27,121 87,855 + 60,734 
Investments 1,393 629 “= 7 





Other Assets ......... 
TOTAL ASSETS .... 


LIABILITIES 


7,769 


; 1,856 +. 5,913 
. $ 74,722 $241,804 +$167,082 


TOTAL CURRENT LIABILITIES 8,210 53,846 + 45,636 
Other Liabilities . 559 Gosatics -- 559 
Reserves be 058 ; — 058 
eMN UNNI UIERN i255 s5sac8 cepse=s3/ sees ceceasererveadovecanss 14,142 22,544 + 8,402 
Minority Interest ... ees 1,160 + 1,160 
Preferred Stock ; 33,262 + 33,262 
Common Stock 13,674 9,105 + 15,431 
Surplus ee 38,079 101,887 + 63,808 
TOTAL LIABILITIES .......... $ 74,722 $241,804 +$167, ‘082 
WORKING CAPITAL .... 36,142 $ 91,705 +$ 55,563 
CURRENT RATIO ......... 5.4 er — 27 
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PACIFIC LIGHTING CORPORATION TEXAS GULF SULPHUR CO. 
1t stores BUSINESS: A non-public utility, Pacific Lighting, through control of two BUSINESS: Controlling the world’s largest natural sulphur deposits Texas 
> cities, public utility companies distributes natural gas at retail to domestic and Gulf Sulphur ranks as the leading producer of this commodity. 
ling for commercial users, and under flexible contracts, services industrial users and : : em : 
ng with others as well. The system, operating under franchises, covers 12 California OUTLOOK: Notwithstanding steadily rene production, demand vpon the 
counties embracing Los Angeles and other sizable communities. ee ee to maintain a pace in excess of its ability to produce. 
d retail OUTLOOK: The territory served has been experiencing consistent and rapid bicen ene ane ithe ithe ot eect, Tonee, hen Ree ee fo 
‘ 2 é , some time at a rate approximately 150% of normally expected capacity. In 
nike vane growth, particularly since the end of World War Il. In the six year period adie: tn : duct th in 1950 eee 1. 
rrupted to the end of 1951, domestic and commercial meters have increased by Satie i ces ioe ry ah Rares he . .: eee 
|, 1952, more than 464 thousand to a total of 1,639,463 meters as at the close of pn ae rote ae eee - a hid tig rs sigs 4 ee y ee li 
varnings last year. Total revenues of the company have, of course, kept pace with Sh ee eee we ee arene) Cee eee 
; a of a new plant at the recently discovered commercial sulphur deposit at 
Snraniis this growth and for the year 1951, established a record figure of $124.4 : 2 ; ae 
, ne ; cae is eae Spindletop Dome, near Beaumont, Texas. This plant went into operation in 
act to million, compared with $114.6 million in 1950, and $68 million in 1946. é ithe , : é 
: P May of this year, but it is not likely to become an important contributor to 
ithouah Such growth, naturally enough, imposed upon the system the necessity of ; 2 
noug ‘iets’ : Reese : Fj total output for several months, at least. The company’s sulphur sales in 1951, 
in net expanding its gas transportation and distribution system and installing other a ve 3 
; ; amounting to $71.6 million, were at a record high figure. Increased Federal 
ventory equipment in order to serve new customers and meet the greater demand ° P ‘ 
; i ‘ z i z taxes for the year, however, took their toll with the result that net earnings 
iio for natural gas, the universal fuel in Southern California for practically all one . : 
: : ; of $25.4 million equalled $7.62 a share, compared with net of $25.8 million 
million: purposes. During the six year period the system deemed it necessary to or $7.75 a share in 1950. O i in the fi £ 1952. sh 
iversely make gross capital additions, betterments and replacements to the extent 34:0 oy et ee si ae = ‘ me ape on ipptiaist-ealig 
and by that approximately $206 million of capital has been invested for these 2 Prag waa $3 4s a $2.10 se br ss a See 
ion of purposes. Although operating revenue in 1951 was at a record high level pe Tale c Bi pees lite $1 ty h : fhe kai a ae sas quarter 
duareas increased costs pared earnings to $3.55 a share for the common stock, d fi is pis ha 7 'M uth py pe So: Se SO ee 
ave sihe compared with $5.88 a share in 1950. To restore a proper balance between 546.6 eth ace “tn niet ‘ eee ap oe - 
own! revenues and net earnings the operating subsidiaries have asked for rate ee ; tenes h< a = Peg? mes ape tinea oF sali shee 
are increases. Some relief was granted in 1951, but this, it is held, was inade- bs rs Prd aoe pia Mae ok Se sik sie aay assets were cash and 
at the quate on the basis of higher costs and efforts are being continued to have ee ae ae a eee See o— * yar oe 
, ‘ 5 pines ae ‘ stood at $40.6 million. As of March 31st, last, current liabilities, including 
ith the gas rates adjusted upward to where they will be in line with inflationary sila aie - 
Taal cade a aihae teal $15.7 million provision for Federal income and excess profits taxes, totalled 
sales. : $17.0 million, compared with current liabilities of $14.9 millio ‘ 
ix base DIVIDENDS: Current quarterly dividends are being paid at the rate of . ae aa ee 
being $1.50 a share, a rate which has been maintained for the last 13 years. DIVIDENDS: Quarterly payments of $1.00 a share have been accompanied 
MARKET ACTION: Recent price—5056, compared with a 1951-52 price by 75 cents extra in each of the last three quarters. Dividend record un- 
| stock. range of High—54%4, Low—49%s. At current price the yield is 5.8%. broken since 1921. 
d , 
ade COMPARATIVE BALANCE SHEET ITEMS MARKET ACTION: Recent price—107', compared with a 1951-52 price 
“ December 31 i range of High—119, Low—90%4. At current price the yield is 6.5%. 
} range 42 1951 Change 
ASSETS (000 omitted) COMPARATIVE BALANCE SHEET ITEMS 
Cash & Marketable Securities $ 6,137 $§$ 9103 4$ 2,944 December 31 
Receivables, Net 1916 12,153 + 7,237 2 1951 Change 
shange Materials & Supplies 1,836 6,527 4,691 (000 omitted) 
ASSETS 
Gas in Storag 417 1,385 968 
TOTAL CURRENT ASSETS 13,328 29,168 15,840 Cash ae $ 8,787 $ 20,007 +$ 11,220 
| 21,551 Property and Equipment 200,758 411,283 210,525 eee = sae rae Ho 
48,096 Investments 5,575 500 5,075 oe ’ ' r , 
28,761 Other Assets 9,557 619 — 8,938 _ Inventories 17,735 11,915 — 5,820 
2,791 TOTAL ASSETS $229,218 $ 441,570 +$212,352 TOTAL CURRENT ASSETS 37,907 59,392 + 21,485 
yp LIABILITIES Net Plant & Equipe” 721430 13766 + 1396 
60.734 et Plan quip. i 1 ; 
"764 Notes & Accounts Payable $ 1,783 $ 15,111 +$ 13,328 Investments 724 1,632 908 
5,913 Accruals ...... . 1,604 3,766 -+- 2,162 Other Assets 1,184 556 628 
167,082 Accrued Taxes 8,707 16.507 - 7/800 TOTAL ASSETS $ 65,18 $ 86,801 +$ 21,615 
TOTAL CURRENT LIABILITIES : 12,094 35,384 -+- 23,290 LIABILITIES 
45,636 Other Liabilities : 063 1,463 -+ 1,400 Accounts & Wages Payable $ 359 S$ 1,867 +$ 1,508 
"559 jase Reserves , ey uae oh bo ge Accrued Taxes 5,632 16,875 + 11,243 
Or R 8 TERESA Nepee Na orn Tore ‘ 1,861 + 17,851 
oan tap tome Oe 50,854 116,458 |. 65/604 TOTAL CURRENT LIABILITIES 5,991 18,742 12,751 
1.160 Preferred Stock ERR ON rte 40,000 -+ 20,000 Other Liabilities 305 _ 305 
33,262 Preferred Stock, Subsidiaries sssesvssecses, eae 22,287. + 017 ~=—s Reserve for Conting. 1,747 3,038 +4 1,291 
15.431 Common Stock .......... , 29,938 61,381 -+- 31,443 Capital Stock 26,175 26,175 
"808 Surplus .. __17,533 49,566 -+- 32,033 Surplus 30,968 38,846 + 7,878 
167.082 TOTAL LIABILITIES ; .. $229,218 $ 441,570 -+$212,352 TOTAL LIABILITIES eisoucaiui $ 65,186 $ 86,801 -+$ 21,615 
55,563 WORKING CAPITAL ‘ $ 1,234 . =—— F WORKING CAPITAL : - $ 31,916 40,650 +$ 8,734 
27 CURRENT RATIO ........... 1.1 1.0 a oF CURRENT RATIO Scpectacseucesd 6.4 3.2 — 3.2 
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TECHNOLOGY 
Changes Future 


of COAL 


By RICHARD COLSTON 


cca courageous fight to survive has pro- 
duced one of industry’s outstanding epics. Against 
great odds this once dominant fuel is waging a 
vigorous contest to hold a respectable share of the 
market for production of energy. Bituminous produ- 
cers have been losing ground to oil and natural gas 
for half a century or longer, but in the last few years 
a determined effort on the part of leading producers 
has been made to retain from 38 to 40 per cent of 
the domestic fuel market—if not actually to recapture 
some former customers. 

The fact that the industry has been able to main- 
tain its position in the last year or two is regarded 
as a favorable omen by optimists. Results have been 
encouraging enough to arouse hope of progress in 
the future. The obstacles to be overcome in the strug- 
gle are clearly recognized—constantly rising labor 
costs at the mine, mounting freight rates and the 
strong urge, especially among residential consumers, 
for ease and comfort in handling fuel. The coal in- 
dustry has high hopes of retaining most of its pres- 
ent industrial outlets and of eventually offering resi- 
dential customers a modern house-heating fuel— 
either as electric current or as gas. 

In surveying the prospects for coal mining, it is 
interesting to ponder the significance of changes 
that have occurred in the last two generations. Be- 
fore petroleum came into general use and coal was 
the accepted source of energy in industrial plants as 
well as in residential uses, small sizes were discarded. 
Anything less than an inch square was considered 
worthless. Now the larger consumers of bituminous 
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coal prefer small sizes. In fact, except on railroad 
locomotives and in steel plants, most coal is pow- 
dered. This reversal in consumer preferences illus- 
trates the transformation that has manifested itself 
in power generation since the 1890’s. 


Consumers Interested in Value 


The fact that the major consumers of fuel are in- 
terested primarily in purchasing a commodity that 
will provide the greatest value in producing energy 
offers encouragement to the coal industry. Leading 
executives and researchers believe that through tech- 
nological progress they can provide a fuel that can 
compete successfully with petroleum. This means a 
high degree of mechanization in mining and clean- 
ing coal as well as in developing more economical 
methods of distribution. Interesting experiments are 
being conducted in finding cheaper methods of trans- 
porting coal from the mines to vast potential mar- 
kets. Before commenting on coal gasification and 
other scientific studies, it may be well to examine 
some of the more promising opportunities envisioned 
by the industry for present outlets that apparently 
could be enlarged. 

Full application of presently proposed tech- 
nological improvements could enlarge coal consump- 
tion by 400 million tons annually, it is estimated. 
This would represent about three-fourths of normal 
demand. The most promising means of boosting use 
of bituminous fuel appears to be in development of 
more economical methods of transportation. A com- 
bination of such distribution channels as trucks, 
waterways, conveyors, pipelines and aerial tramways 
offers the hope of gains at the expense of competi- 
tors. Industrial users obviously are interested in the 
cheapest fuel that can be obtained for boilers, and 
through economies in distribution, the bituminous 
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fuel can supplant petroleum products to the extent 
of 30 million to 50 million tons annually, it is esti- 
mated. 

Another promising market is electric utilities, and 
the coal industry is striving to promote development 
of more economical methods of generating and dis- 
tributing power, so that consumption may be stim- 
ulated. In this way, coal in the form of electricity 
would be transported by wires from mine to con- 
sumer. As a matter of fact, generating capacity of 
the power and light industry is growing rapidly. Mil- 
lions of dollars are being appropriated for enlarge- 
ment of productive facilities in coming years. The 
time is coming, in the opinion of researchers, when 
electricity may compete effectively with other fuels 
in residential heating in many parts of the country. 
A rate cut of as little as 20 percent, it is estimated, 
would offer the hope of doubling the consumption of 
electric current. Accomplishment of such an objec- 
tive well might raise demand for bituminous coal on 
the part of public utilities to 400 million tons or more 
in a year. 

Potentialities in this direction are especially im- 
portant in connection with expansion of Atomic En- 
ergy Commission’s mammoth plants. Coal producers 
have been notified to prepare for greatly increased 
demands by power plants being constructed near the 
new Atomic Energy project under construction in 
the vicinity of Paducah, Ky., as well as for installa- 
tions serving the hydrogen bomb plant near Savan- 
nah, Ga. Power consumption also has been stimu- 
lated by enlargement of aluminum production. As- 
suming that nine kilowatt hours of electricity are 
required to produce a pound of aluminum, it may be 
readily appreciated what even a modest step-up in 
aluminum would mean. Thus to turn out an addi- 
tional 150,000 tons of aluminum would provide a 
market for about 950,000 tons of soft coal, it is esti- 
mated. 

In connection with plans for building up the power 
and light market, anxiety has been expressed among 
economists over the seeming threat in steady im- 
provement of generating facilities. Power plants 
have perfected equipment to such an extent that 
smaller and smaller amounts of coal are used to 
produce the same kilowatt hours of electricity. Coal 
executives point out, however, that operating econ- 
omies are reflected in low costs to the consumer and 
this fact tends to enlarge the demand for electric 
current. Accordingly, the power and light industry 
continues to expand and to require larger tonnages 
of fuel. The facts seem to support the optimistic 


view that improved efficiency in burning of coal 
creates far more coal demand than its displaces. 


May Supplement Natural Gas 


Looking further into the future, coal producers 
are hopeful of demonstrating the commercial prac- 
ticality of supplementing natural gas with gas made 
from coal. Research has shown that such a goal is 
possible, but considerable experimentation remains 
to be carried out to prove that manufactured gas 
can be produced cheaply enough for this potential 
market. Several transcontinental gas pipelines ex- 
tending from the Southwest to Atlantic Coast mar- 
kets pass closely enough to large coal producing areas 
in Pennsylvania and in West Virginia to utilize sup- 
plemental gas produced from coal. It is estimated 
that if the coal industry should be called upon to 
supply only 10 per cent of the nation’s natural gas 
requirements a few years hence, the conversion 
plants would require 100 million tons of coal or 
more to supply even this small proportion of annual 
gas consumption. 

Still further along in the contest for markets now 
served by the petroleum industry, coal producers 
look to the day when it will be commercially feasible 
to produce liquid fuels from coal. Extensive tests 
have been conducted under government sponsorship, 
and the practicability of the process has been demon- 
strated. Liquid fuels have been produced in substan- 
tial quantities in Europe, but even in that area where 
no natural petroleum is available and liquid fuels are 
costly the older methods for converting coal have 
been abandoned because of high costs. Government 
agencies are hopeful, however, of bringing down 
manufacturing costs from levels estimated by indus- 
try at 40 to 45 cents a gallon. Bureau of Mines’ 
experts contend that such estimates are high and 
that liquid fuels can be produced from coal for as 
little as 11 cents a gallon. Possibilities look inter- 
esting to coal producers. It is believed that a small 
fraction of the market for liquid fuels would afford 
an opportunity for selling an additional 150 to 200 
million tons of coal annually. 

In connection with opening new markets for coal, 
the recent decision of Union Carbide & Carbon to 
embark upon a new process for producing essential 
chemicals from powdered coal is being closely 
watched. A new $11 million plant has been completed 
in West Virginia, near sources of raw materials, as 
the result of years of intensive research. With the 
use of hydrogen gas and (Please turn to page 396) 






































Earnings and Dividends of Leading Soft Coal Companies 
Net Per Share 
Div. Recent Price Range 
1951 1950 1949 1948 1947 1951 Price Yield 1947-52 
Island Creek Coal .... saxuay $ 4.63 $ 4.15 $ 3.36 $ 5.37 $ 4.02 $ 3.00 35 5.7% 3934-19 
Penna. Coal & Coke Pree (C ) at: (d) .76 (d) .29 2.94 2.97 50! 13% 37 16%- 7 
Pittsburgh Consol. Coal .............. 7.44 8.03 6.32 10.50 7.14 3.00 49\% 6.1 5112-18% 
Pittston Co. a : 2.51 3.10 2.24 8.56 9.69 1.00 2938 3.1 4612-17 % 
Pond Creek Pocahontas ............. fae 7.74 6.43 10.67 6.17 4.00 45 8.9 57-19% 
Truax-Treer Coal .. Batseba 3.31 1.16 4.18 3.69 2.23 1.55- 172 8.8 24 - 9% 
United Electric Coal Cos. ........ 3.06 1.67 3.84 4.82 1.41 1.75 17 10.2 2812-11% 
West Kentucky Coal fe: 3.40 3.82 4.89 4.26 2.00 26% 7.6 30 -16143 
West Virginia Coal & Coke 2.27 3.90 1.98 6.21 4.89 1.50 13 11.5 22%4- 87% 
(d)—Deficit. 2—Plus stock. 
| 1_So far in 1952; none in 1951. 3—1949-1952. 
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Rail Selectivity 


At its high up to this writing, 
the Dow rail average has bettered 
its early-1951 top by roughly 
11%, but the rail market has 
nevertheless been quite selective. 
It has not been profitable just ‘‘to 
buy the rails”. Compared with 
1951 highs, the big gainers have 
been rails with an oil-land angle, 
or those believed subject to pos- 
sible stock splits, or those aided 
by exceptionally good earnings- 
dividend news—in short, special 
situations. Up from their Febru- 
ary, 1951, highs by from roughly 
125% to 30% are Northern Paci- 
fic, Seaboard, Atlantic Coast Line, 
Lehigh Valley, Canadian Pacific, 
Denver & Rio Grande, and Texas 
& Pacific. More than three-quar- 
ters of all listed rail stocks have 
to date fared worse over this 
period than the Dow average, and 
about half of them are still under 
highs made some 17 months ago. 
Down roughly 20% to 40% from 
those highs are Pennsylvania, 
Chicago & North Western, St. 
Paul, Chicago Great Western, and 
Missouri-Kansas-Texas. 


Speculation 

If rail popularity continues for 
a time, which is the bet implied by 
present sentiment, buying inter- 
est probably will spread to more 
speculative issues. On that basis, 
plus improved year-to-year earn- 
ings comparisons indicated for 
nearby months, there may be pos- 
sibilities in such selected issues as 
New York Central, Chicago & 
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North Western, St. Louis-San 
Francisco and Chicago Great 
Western. If this sort of thing in- 
terests vou, regard it as_ not 
greatly different from betting on 
a horse race—do not risk very 
much money. Better-grade rails 
which may be subject to further 
market exploitation include Atchi- 
son, Rock Island, Kansas City 
Southern, Southern Pacific and 
Union Pacific. 


Utilities 

The margin by which earnings 
of utilities cover prevailing divi- 
dends gives a good indication of 
the safety thereof and of the po- 
tentially for liberalized payments 
sooner or later. The latter is per- 
haps the more pertinent consider- 
ation, for the chances are that 
even thinly covered dividends will 
in most cases continue, since (1) 
the trend of gross and income 
promises to remain upward for 
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an extended further time; and (2) 
since prospective equity financing 
from time to time, to meet part 
of expansion costs, makes divi- 
dend maintenance essential. On 
the basis of 12-month earnings to 
March 31, here are some percent- 
ages of earnings paid out: Amer- 
ican Gas & Electric 65.5. Central 
Illinois Electric 59.5, Central & 
South West 63.4, E] Paso Electric 
65.9, Florida Power 55.6, Houston 
Lighting 53.7, Idaho Power 57.7, 
Indianapolis Power 60.1, Missouri 
Public Service 64.1, Montana 
Power 61.8, Northwestern Public 
Service 62.5, Public Service of 
Colorado 65.1, Texas Utilities 62.5. 
On the other hand, the following 
percentages suggest that chances 
for increased dividends are not 
too promising any time soon: Bos- 
ton Edison 86.7, California Elec- 
tric 90.9, California Oregon Pow- 
er 87.4, Commonwealth Edison 








Texas & Pacific Rwy. 


88.7, Connecticut Power 96.6, 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1952 1951 
4 mos. April 30 $4.89 $4.49 
4 mos. April 30 4.25 3.39 


Southern Pacific Trans. Sys. 
Seaboard Finance Co. 
Louisville & Nashville R.R. 
Southern Co. 
Atlantic Coast Line R.R. 
Ingersoll-Rand 
| Pittston Co. 
El Paso Natural Gas 
Ashland Oil & Refining 





Mar. 31 Quar. .54 47 


4 mos. April 30 3.63 2.84 
12 mos. April 30 1.17 97 
4 mos. April 30 8.52 5.14 
Mar. 31 Quar. 2.43 2.37 
Mar. 31 Quar. 1.30 -60 
12 mos. Mar. 31 3.07 2.70 
Mar. 31 Quar. 72 .66 
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Consolidated Edison 88.9, Consoli- 
dated Gas of Baltimore 86.4, Hart- 
ford Electric 99.6, Iowa Southern 
99.2, Kansas City Power 89.4, Pa- 
cific Gas & Electric 96.6. 


Oils 

The flow of institutional invest- 
ment funds is concenterated much 
more in Big-Name oil stocks, as 
we have pointed out before, than 
in any other group. Although oils 
have been in a consolidation phase 
for some months, the effects of 
more or less steady institutional 
absorption are apparent. The 
composite index at this writing 
is at the best level in some time, 
and fairly close to the all-time 
high recorded last January. Since 
the whole vast investment in re- 
fineries, pipe lines and marketing 
facilities is founded on crude oil, 
the rank of the companies in 
domestic crude output may be in- 
teresting. Seventeen companies 
produced over 45% of U. S. oil 
in 1951. In order of production, 
they are Humble (controlled by 
Jersey), Texas Company, Stand- 
ard of California, Standard of 
Indiana, Shell, Gulf, Socony, Phil- 
lips, Continental Sun, Sinclair, 
Tide Water, Ohio Oil, Cities Serv- 
ice, Union of California, Atlantic 
Refining, Pure Oil. Among the 
largest in foreign crude produc- 
tion are Jersey, S. O. of Califor- 
nia, Texas and Gulf. (See article 
on the World’s New Oil Fields 
this issue). In the last seven years 
Standard of California has moved 
from fifth place in domestic crude 
output to third, Phillips from 
twelfth to eighth, Sun from seven- 
teenth to tenth, Sinclair from 
thirteenth to eleventh. 


Chemicals 


As a group, chemical stocks re- 
corded an all-time high last au- 
tumn; and have since been con- 
fined to about a 15% range of 
fluctuation from high to low. It 
has been less than that for some 
months, the reaction low having 
been made last November. Like 
oils, the leading stocks invite good 
buying on recessions. At this 
writing, the group is about two- 
thirds of the way back to its 
major high. Union Carbide re- 
cently set a new 1952 high, but 
remained a little under its 1951 
top. Aided by a pending stock 
split, Dow Chemical recently 
reached a new all-time high. The 
industry is digesting over-produc- 
tion and price softness in some 
lines. Earnings are mostly well 
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down from their best interim 
levels; and in no event can they 
improve much on an annual basis 
until the excess profits tax is elim- 
inated. There is some question 
whether expansion of capacity 
has been carried to excess in a 
basic sense. We doubt it. Right 
in the past when the same ques- 
tion was asked, chemical re- 
searchers and leading company 
managers are confident that long- 


term progress, despite interim 
interruptions, will exceed past 
progress. 


“Miracle World” 

This is an age of dynamic sci- 
entific technical innovation, with 
more “miracles” and ‘‘wonders” 
on the way. Most are more likely 
to benefit us as users of products 
than to make bonanza profits for 
investors. From an investment 
viewpoint, the trouble is that no 
company can long have a monop- 
oly on any “‘wonder” product, or 
that its potentialities are greatly 
diluted by a company’s other ac- 
tivities, or that there is no prac- 
ticable basis for an investment 
appraisal of future possibilities 
on present knowledge. In the lat- 
ter class is atomic energy. Again, 
the over-romanticized electronics 
field—founded simply on the vacu- 
um tube, which will give way 
importantly in many applications 
to the newer germanium trans- 
istor—is merely a component-and- 
assembly proposition in which 
innumerable small and large man- 
ufacturers are engaged. It may 
be pertinent to note that while 
General Electric is the biggest 
maker of electronics equipment, 
it is also the biggest maker of 
household appliances, and of 
heavy electrical equipment. In 
varying degrees, diversification— 
which amounts to “shooting the 
works” on no single line—is the 
rule increasingly among larger 


companies. That has obvious ad- 
vantages; but it makes hitting 
any jackpot in new products un- 
likely. 


Cement 

Cement makers probably have 
the best longer-term outlook in 
the building industry. This is be- 
cause badly needed highway con- 
struction and other public works 
programs promise to sustain sales 
through any post-defense adjust- 
ment in the economy. In a free 
market, cement prices would be 
above the present level. A revival 
of the effective prewar competi- 
tion of imported European cement 
seems unlikely for at least some 
time to come. The industry is one 
of medium-sized companies, 
with sound to strong finances, 
characterized by rather wide op- 
erating margins in all except real 
depression years. Lone Star, the 
biggest, has less than $8.6 million 
in funded debt ahead of its com- 
mon stock. Such companies as 
Alpha Portland, Lehigh Portland 
and Penn-Dixie have no capita! 
obligations senior to their com- 
mon shares. On the basis of divi- 
dends paid last year, and likely 
to be equalled this year, the high- 
est current vields are offered by 
Alpha Portland at 7.4% and 
Penn-Dixie at about 6.7%. 


Aircraft 

Taft and Eisenhower promise 
to cut Federal spending sharply 
over a period of time, if elected; 
but, whether the choice is either 
or a Democrat, there is bound to 
be heavy emphasis on expansion 
and maintenance of air power. 
Hence, earnings of the aircraft 
makers promise to be higher this 
year than last, higher next year 
than this; and good for a rather 
extended period. Selected stocks, 
in moderately better recent de- 

(Please turn to page 402) 











DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Acme Steel Co. 

Smith (A. O.) Corp. 
International Harvester . 
Macy (R. H.) & Co. 

American Stores Co......... 
Emerson Radio & Phono. 
Allied Stores Corp. ................. 
Royal Typewriter Co. .......... pdnwecaceunes 
Young (L. A.) Spring & Wire .................... 
Montgomery Ward & Co. «00.0.0... 














1952 1951 

.. Mar. 31 Quar. $ .62 $ .98 
. Apr. 30 Quar. 1.17 1.52 
.. 6 mos. Apr. 30 1.67 2.46 
13 weeks Apr. 26 -07 .13 

.. Year Mar. 29 3.88 5.46 
. 26 weeks May 4 -28 1.22 
Apr. 30 Quar. 44 .57 

.. Apr. 30 Quar. 55 1.03 
9 mos. Apr. 30 1.56 6.26 
Apr. 30 Quar. 1.32 1.42 
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What s Qhead por anen > 


By WALTER 


Unlike several other forms of credit, commercial bank loans 
are harbingers of changes in the economic scene. Their im- 
plications are broad. Therefore, considerable importance must 
K be attached to any sudden 
reversal in the trend. 

After receding $1.1 billion 
since the end of the year, 
total loans to business by 
U. S. commercial banks tem- 
porarily turned upward dur- 
ing the past month. The 
rather substantial $186 mil- 
lion gain recorded by New 
_ York City banks for the two 
_ tno weeks ending June 18 

brought total commercial, in- 
dustrial and agricultural 
E commitments of the nineteen 
banks reporting to the Fed- 
eral Reserve System to more 
than $7.6 billion. 
As a gauge of the inven- 
tory pipeline for general 
’ business activity in both civil- 
ian and defense lines, bank 
credit is most reliable. While 
aggregate commercial bank 
loans were soaring $2.5 bil- 
lion to nearly $55 billion 
within a year following the 
outbreak in Korea, this coun- 
try experienced an unprece- 
dented rush to fill shelves 
and warehouses. When busi- 
nessmen anticipate a con- 
traction of demand, as in 
the past few months, they 
are quick to repay their 
loans and reduce future 
commitments for inventories. 
The latest tendency for loans 
to rise again reflects a tem- 
porary desire on the part of 
furniture, textile, shoe and 
several other industries to 
begin replenishing — stocks. 
For example, a 17% jump 
in footwear sales in New 
England is at the roots of 
the sudden demand by shoe 
manufacturers for funds. 
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H. DIAMOND 


Borrowing to finance expansion of plant and equipment is 
another significant clue to the economic barometer. With 
excess cash reserves and undistributed profits drawn down to 
the safety point, the large corporations up to now have been 
depending on the new issue market. Because of the narrowing 
spread in the higher costs of bond financing and bank money, 
U. S. business is once again beginning to resort to the banks 
for capital needs. In our opinion, bank loans will play a con- 
siderably more important role in the future investment outlay. 

A breakdown of the first quarter’s lending operations by the 
country’s banks emphasizes smaller businesses were the princi- 
pal recipients. A year previously the large companies were 
getting the bulk of the advances. The recent gains in June were 
registered by the metal, utility, petroleum and chemical pro- 
ducers, confirming the continued strength in earnings as well 
as capital expansion in these industries. 

Demand for agricultural loans has been limited because of 
favorable wheat prices. But above-average crop expectations 
indicate storage handlers, dealers and processors will need 
extra financing this fall in order to hold stocks until they find 
buyers. In line with the seasonal fluctuations of loans, manu- 
facturers of consumer durables are scheduled to start building 
inventories in August. They are counting on sizable cash re- 
quirements. Already New York banks are flooded with feelers. 

Delays in our military program have kept the defense con- 
tractors away from the banks. One leading automobile manu- 
facturer arranged a six-figure loan from a group of New York 
banks, but later learned it was unnecessary as a pending 
government order did not materialize. Nevertheless, numerous 
Mid-Western operators are contemplating trips to New York 
in the fall following the release of thousands of military con- 
tracts just before elections. As a result, defense spending will 
not have its peak effect on the economy until early 1953. 

With the Voluntary Credit Restraint program so successfully 
employed by the commercial banks now a thing of the past, 
and with cash reserves building up because of limited avenues 
for long-term portfolio investments, the banks will be in an 
easier position to lend. Furthermore, because the Administra- 
tion is urging certain inflationary pressures on the economy, 
such as relaxation of Regulations W and X, to counteract a 
pending recession, commercial loans are destined to broaden 
in the last quarter of 1952. High taxes and the acceleration 
of payment will also contribute to an expanding volume that 
should increase at least $2 billion in the next six months. 

Since bank loans unquestionably constitute the primary 
factor upon which our money supply depends, the shifting tide 
is indicative of a temporary upsurge in inflation at some later 
time. While we cannot expect it to last long, another spurt in 
our currency circulation means that the government may have 
better results than expected in surrounding the election at- 
mosphere with generally prosperous business conditions. 
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MONEY & CREDIT—The Treasury’s attempt last month to 
dictate what investors shall buy proved to be a failure when 
less than $500 million of new money was forthcoming for an 
offering of non-marketable 234% bonds. The episode appears 
to have taught the Treasury a lesson for it thereupon decided 
to shape its wares to the needs of the market. The result has 
been a very successful new issue of $3% billion of six-year, 
238% bonds which were offered to both private investors and 
commercial banks. The sale attracted heavy bidding with the 
entire issue sold out the first day and commanding a 12 point 
premium in later when-issued trading. This sale together with 
the expected large June tax receipts and a probable Fall 
marketing of tax-anticipation bills similar to those brought 
out last year, should cover the Treasury’s needs for the bal- 
ance of 1952. The $5.2 billion of certificates of indebtedness 
maturing on July 1 are being taken care of by the issue of a 
similar certificate to mature in eleven months. 

The Treasury has bowed to the dictates of the market place 
but it has not seen fit to worry about the inflationary aspects 
of the type of financing it has used. With intermediate-term, 
bank-eligible bonds likely to find their way into the portfolios 
of the commercial banks as time goes on, expansion of the 
money supply will be expedited. Our fiscal authorities appear 
to be constitutionally unable to bring themselves to pay the 
small differential that is required to garner genuine long-term 
funds of non-bank investors. The purported reason for this 
attitude is the desire to keep the carrying-charge on the debt 
as low as possible and a theory, often expressed, that interest 
rates will eventually head downward. At that time, supposedly, 
a long-term issue would be floated. While we await that 
happy day, however, the short-term debt grows to dangerous 
proportions and the build-up of inflationary pressures con- 
tinues. The momentary upward stimulus that the latter effect 
imparts to business may not be displeasing to the Adminis- 
tration in an election year. 

May was a good month for the sale of new securities. Offer- 
ings of bonds to the public during the month amounted to 
$1,022,147,000, the second largest volume for any month 
since 1926 and exceeded only by the $1,051,520,000 brought 
out in April of this year. Stock offerings in May were also 
substantial with $105,353,316 being raised from twenty issues. 
This was the largest May offering of equity securities since 
1946 when fifty-two issues placed on the market brought in 
$155,334,000. 





Oo— _ 


TRADE—The seasonal expansion in retail trade continues in 
evidence and for the week ending Wednesday, June 11, Dun 
& Bradstreet estimates dollar volume to be approximately 1% 
above the results for the corresponding week of last year. 
Comparisons with a year ago would have been even better 
were it not for last year’s “price war” which was concentrated 
in the New York area and boosted sales at that time. Apparel 
sales have been well sustained by the approach of “Father's 
Day,” while the warm weather spurred interest in women’s 
lightweight clothing. Demand for household goods was satis- 
factory although below that of a year ago. Department store 
sales for the week ending June 7 topped year-ago figures by 
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2%. Biggest advance—one of 22% —was chalked up by the 
Alabama district while New York area sales made the worst 
showing with a 17% decline from last year. 


———_—_—_-—9——_ innate 


INDUSTRY—Industrial output, beleagured by the steel strike, 
fell sharply in the week ending June 7 as steel production 
dropped to 122% of capacity. The MWS Index of Business 
Activity declined to 172.0% of the 1935-1939 average, on 
a per capita basis, from 178.4 the week before. Aside from 
steel, declines were also noted in freight car loadings, pro- 
duction of coal and paperboard output. A less than seasonal 
rise in electric power production also lowered this component 
of the index. 


o— 


COMMODITIES—Commodity prices in general showed a 

slight increase in the week ending June 10 with the Bureau 

of Labor Statistics composite index of primary market prices 

advancing 0.2%. The principal changes during the week were 

a 30 to 60% increase in prices of potatoes and some citrus 

fruits. Smaller rises were noted for cotton, eggs, wooltops and 
(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) | May 4.0 4.0 2.5 1.55 (Continued from page 391) 
Cumulative from mid-1940. May 456.3 452.3 414.1 13.8 some oils. The MWS spot index of 14 raw 
FEDERAL GROSS DEBT—$b June 11 260.2 260.0 254.6 55.2 | materials advanced slightly in the week 
ending June 13 after setting a new low for 
MONEY SUPPLY—$b the year on June 6. The modest improve- 
. 26.1 Cds . 
Demand Deposits—94 Centers_——— | June . ve id a 10.7 | ment reflected a rise in the price of copper 
Currency in Circulation sata imported from Chile while corn, sugar, cot- 
BANK DEBITS ton and wooltops also advanced. 
New York City—$b June 4 11.1 12.2 13.9 4.26 * * * 
93 Other Centers—$b June 4 13.5 15.7 15.5 7.60 Expenditures for NEW CONSTRUC- 
PERSONAL INCOMES—$b (cd2) Mar. 257.8  258!3 245.5 102 | TION have continued to set records with 
: spending in May for this purpose hitting 
Salaries and Wages Mar. 174 174 162 66 a j 
sailiceseaaies Aci @ ms 4B 23 $2.75 billion, a new high for the month 
Interest and Dividends Mar. 21 20 20 10 and up from $2.6 billion a year ago, ac- 
cording to a joint report of the Govern- 
Transfer Payments Mar. 13 13 12 3 1s C d Lab 
(INCOME FROM AGRICULTURE) Mar. 20 20 20 10 ment's ommerce and Labor Departments. 
Primary credit for the good showing goes 
POPULATION—m (e) (cb) May 156.6 156.4 153.9 133.8 | to public construction activity which at $947 
Non-Institutional, Age 14 & Over— | 4... 109.4 109.3 108.8 =—-'101.8 | million was 19% above May of 1951. In 
Civilian Labor Force May 62.8 61.7 62.8 55.6 | this category increases were noted for 
unemployed May 1.6 1.6 1.6 3.8 | highway construction and in Federal ex- 
Employed ' May 61.2 60.1 61.2 51.8 | penditures for military building, atomic 
In Agriculture _——____——— | May 7.0 6.4 74 8.0 | energy and defense plant facilities. In the 
Non-Farm —_____———— | May 54.2 53.7 53.8 43.8 | private building sector, outlays for residen- 
At Work May 59.0 580 59.4 43.2 | tial construction were about the same as a 
Weekly Hours May 42.6 41.8 43.2 42.0 | year ago while factory building continued 
Man-Hours Weekly—b May 2.51 2.42 2.57 1.82 | substantially above last year despite recent 
cemaitinn: tates an me we as vai ng declines. For the first five months of this 
; year total new construction expenditures 
Government Apr 6.6 6.5 6.3 4.8 one 
. totalled $11.9 billion, a 3% increase over 
pene Apr. nie 7 pea "1-7 | the corresponding period of last 
Weekly Hours. Apr. 40.0 40.6 41.0 40.4 P g pert or last year. 
Hourly Wage (cents)_______— | 4, 165.6 1655 1578 77.3 : “ d 
Weekly Wage ($) is, 66.24 67.19 6470 21.33 Marked improvement in the synthetic 
fiber industry was noted during May as 
PRICES—Wholesale (Ib2) June 10 a 92.5 | manufacturers of RAYON AND ACETATE 
Retail (cd) wae. 208.8 2089 2058 1162 | vaRNS shipped 92.44 million pounds of 
their product during the month, the Textile 
7 188.0 184.6 100.2 - 4 ities 
COST OF LIVING (Ib3) ad hs tear ans Economics Bureau has revealed. This is a 
fene.. re 7027-2035 «2036 +~=S«a113.g.-«| 19% gain over April deliveries although 
Clothing — 1408 1405 135.1 1078. | Still substantially below the 111.1 million 
Rent <n : ounds shipped in May, 1951. All is not 
Pp pp y ; 
RETAIL TRADE—$b** rosy in the industry, however, as price re- 
Retail Store Sales (cd) Apr. 12.7 12.4 12.3 4.7 covery has been slow since last year’s de- 
Durable Goods Apr. 4.3 4.1 4.3 1.1 | cline of 30% and more in prices of yarns 
Non-Durable Goods Apr. 8.4 8.3 8.0 3.6 | and cloth. Despite the improved demand, 
Dep’t Store Sales (mrb) Apr. 0.78 0.79 0.79 0.34 | the unsatisfactory situation prompted pro- 
Retail Sales Credit, End Mo. (rb2)_— Apr. 11.0 10.9 11.0 5:5 ducers to keep their output at 65% of 
. capacity. As a result their INVENTORIES 
MANUFACTURERS ' lie _ aii dropped from 118 million pounds in April 
New Orders—$b (cd) Tota Apr. 22.8 . . | te 107.5 million pounds at the end of May, 
Durable Goods - Apr. wa a co . a whacking 10.5 million pound reduction. 
Non-Durable Goods Apr. : i ; : . : 
aciciia teectncaemnle és pian ie neaped . However, stocks still remain far above the 
ipments ; meen =p gl a re 16.0 million pounds that producers had on 
Durable Goods Apr. . . . . hand a year ago. 
Non-Durable Goods________—_| Apr. 11.3 11.6 11.2 4.2 7 A i 
BUSINESS INVENTORIES, End Mo.** mn vm CASH DIVIDEND PAYMENTS dis- 
Total—$b (cd) Apr. am =. wep es bursed by corporations issuing public re- 
Manufacturers’ Apr. Ae a. as 4.1 | Ports amounted to $534 million in April, 
Wholesalers’ Pei eel ~ et 31 | & 2% increase over the $524 million paid 
Retailers’ wt ne ea 7 11 out in the same month of last year, the 
Dept. Store Stocks (mrb) Pie : : ‘ Commerce Department has announced. 
BUSINESS ACTIVITY—1—pc June 7 1720 178.4 1844 141.8 | April’s rise in dividend payments was 
(M. W. S.)—1—np. June 7 204.6 212.4 215.1 1465 | mostly the result of a $15 million increase 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—1 np (rb)** Apr. 216 220 223 174 _in payments by the communications indus- 
Mining Apr. 164 163 164 133 ‘try while disbursements by manufacturing 
Durable Goods Mfr Apr. 276 283 279 220 concerns were $9.5 million lower. For the 
Non-Durable Goods Mfr.__—-—__—__ | Apr. 184 188 198 151 first four months of 1952, cash dividends 

June? 684 697 813 833 aggregated $2,423 million, a 5% improve- 

CARLOADINGS—t—Total oases 338 997 391 379 ment over the corresponding period of last 
Mise. Freight rn 70 42 75 156 year. During these four months, payments 
Mdse. L. C. L rege 45 38 43 3 by manufacturing companies rose by 6% 
Grain over the similar 1951 period while disburse- 

ELEC. POWER Output (Kw.H.) m June 7 7,005 6811 6,734 3,267 ments by oil refiners and makers of trans- 

portation equipment each advanced by 

SOFT COAL, Prod. (st) m er vee yi =“ 10.8 | one-fourth. Sizable advances were also 
Cumulative from Jan, 1________ | June 7 — 44.6 | recorded for the non-ferrous metal and 
Stocks, End Mo iit inal seine 7 61:8 | machinery groups. Payments by textile and 

PETROLEUM—(bbls.) m leather firms were 7% below January- 
Crude Output, Daily June 7 6.1 N.A. 6.2 4.1. | April 1951 while minor declines were re- 
Siena Gils June 7 123 N.A. 121 86 ported by the automobile, chemical, food, 
Fuel Oil Stocks June 7 27 N.A. 23 94 beverage and tobacco industries. The rise 
Heating Oil Stocks June7 47 N.A. 53 55 in dividends this year is noteworthy in view 

of the substantial decline in profits as 

LUMBER, Prod.—(bd. ft.) m June 7 608 552 674 632 compared to early 1951. 

Stocks, End Mo. (bd. ft.) b——_____| Mar. 8.2 8.2 6.3 12.6 pd . - 

STEEL INGOT PROD. (st) m May 8.3 8.0 9.1 7.0 Manufacturers’ SHIPMENTS OF PAS- 

Session ten ten, 2 May 43.5 35.2 43.6 74.7 | SENGER TIRE CASINGS during April in- 
creased 16.6% to 5,826,348 from 4,997,- 

ENGINEERING CONSTRUCTION 492 in March, according to the monthly 

AWARDS—$m (en) June 12 244 226 207 94 
report of the Rubber Manufacturers Asso- 
Cumulative from Jan. 1_______——| June 12 eS ciation. In order to bring production in line 

MISCELLANEOUS with shipments, producers cut their output 
Paperboard, New Orders (st)t June 7 245 201 283 165 by 8.2% and produced 5,826,702 casings 
Coppice: Danii tila pm 32 30 30 17 in April. INVENTORIES of passenger cas- 

Do., Cigars—m Apr. 492 478 444 543 ings rose to 10,584,603 on April 30, the 
Do., Manufactured Tobacco (Ibs.)m_} Apr. 18 17 17 28 highest level in over twenty years. 











b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—-Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureauv (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills, 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
*—1941; November, or week ended December 6. **—Seasonally adjusted. N.A.—Not available. 
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1952 1952 
No. of 1952 Indexes 1952 1952 (Nov. 14, 1936, Cl.—100) High Low June6 June 13 
Issues (1925 Cl.—100) High Low June& June 13 | 100 HIGH PRICED STOCKS........... 125.1 119.2 124.4 124.8 
330 COMBINED AVERAGE ........... 199.5 190.9 196.1 196.5 100 LOW PRICED STOCKS........... 241.5 226.9 231.3 230.1 
4 Agricultural Implements........... 295.8 270.6 2766 273.6 5 Investment LOC nea 105.8 97.9 104.9 103.9 
10 Aircraft (‘27 Cl.—100) ............. 316.7 278.2 309.8 309.8 3 Liquor (‘27 Cl.—100).... we 1146.9 910.4 944.2 977.9 
7 Air Lines ('34 Cl.—100)............. 777.8 616.9 632.7 624.8 11 Machinery ........... 0 vo» 216.6 197.9 204.1 206.2 
8 Amusements ................:.0 ce 102.7 82.9 82.9 82.9 3 Mail Order ............. .. 130.6 116.4 121.5 120.2 
10 Automobile Accessories ........... 244.0 232.0 241.6 239.2 3 Meat Packing ................ ve 100.2 88.4 90.3 90.3 
FU GMGIGIRODUIESS oo o5ccacccsecstandicenses , 40.2 41.0 40.6 13 Metals, Miscellaneous ............... 307.4 249.4 258.1 258.1 
3 Baking (’26 Cl.—100 ; 20.8 21.4 21.0 Ct a gh POIEOL Rei te ter RCP EE 443.7 395.3 399.4 407.4 
3 Business Machines .................... 4 370.4 378.4 378.4 Bee PONRQINOT 25.28 sscceseksccacscccusecsacs 485.1 440.2 467.7 472.1 
2 Bus Lines (‘26 Cl.—100)........... 158.1 141.6 155.1 155.1 30 Public Utilities ......................... 170.8 162.5 170.8 169.2 
i CRB MMR oo occa. cascsachsnsscrsnciscsess 418.0 356.4 380.7 384.8 9 Radio & TV (‘27 Cl.—100) , ahaa 31.1 32.3 32.7 
SS Cea PMALINING) 02s sscsscccecsssceiosreset 16.0 14.0 14.6 14.0Z 8 Railroad Equipment .................. 64.3 59.2 61.1 61.1 
4 Communications .....................: 68.3 61.7 64.3 63.6 yO eee 48.6 41.3 48.2 48.6A 
DP GORGtGCHON ....6:cé0.cscssccsesesecneras 72.3 67.5 71.0 70.3 A sucs AOS 38.2 43.9 46.2A 
GUNNING osccscccescciesctecsuvsucntes 490.6 442.8 457.1 447.5 Br SMO soci scscscccndssesceatecs 191.8 181.0 190.0 190.0 
9 Copper & Brass...... . 169.5 138.8 146.9 145.3 3 Soft Drinks ....... ate OOS 301.2 320.2 323.3 
2 Dairy Products ......... » 865 83.2 85.6 86.5A | 14 Steel & Iron ..... wu... 154.8 135.3 142.8 141.3 
5 Department Stores .......... .. 66.0 60.1 62.7 61.4 PUNE icc cncansscs = aed 63.9 63.9 65.3 
6 Drugs & Toilet Articles............. 233.1 2127 27-2 219.5 2 Sulphur SoBe tt rer eee 616.3 530.4 563.2 568.7 
2 Finance Companies ................. 362.7 308.1 356.4 359.6 EO WORM 52 o.oo sec csceNccsesetaiciens 197.4 164.1 177.8 175.9 
7 Food Brands ...............:.:ccceee 178.7 171.5 176.8 178.6 3 Tires & Rubber .................0000 75.3 66.9 69.7 70.4 
2 Food Stores ... .. 105.6 97.4 102.5 102.5 Ce Wen acct ccaseenereee 85.9 78.6 78.6 80.2 
3 Furnishings ........ .. 63.1 59.3 61.8 61.8 Z Wettate SIORGS «0... <asecccssnsccccsscs 319.6 297.9 304.1 307.2 
AGS lee ING cosets sc cad esoesvisecdsraaes 736.4 648.3 704.9 686.0 18 Unclassified (’49 Cl.—100).......... 119.7 115.1 117.4 116.2 





A—New High for 1952. Z—New Low for 1952. 
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Trend of Commodities 





Minor improvement took place in commodity futures during 
the past two weeks and the Dow-Jones Index of commodity 
futures gained 1.35 points during the period to close at 
176.03. At this level it was in the upper zone of a narrow 
range which has persisted since mid-April. Corn, oats, rye, 
soybeans, cotton, wooltops and domestic sugar all improved 
in the past fortnight while wheat, lard, hides and such im- 
ports as cocoa and coffee sought lower levels. July wheat 
futures lost 2 cents during the past two weeks as the June 10 
official estimate placed the winter wheat crop at 1,060 million 
bushels against 645 million a year ago. Production of spring 
wheat was expected to reach 266 million bushels to bring the 
total crop to 1,326 million bushels, the second largest on 
record. A reasonable forecast of consumption next season 
looks for use of 1,110 million bushels. This would mean that 
the carry-over next year would be 216 million bushels higher 


than at the end of this season. Marketings of winter wheat 
will reach a peak in July and pressure on prices may continue 
until this is out of the way. Soybeans have had a spectacular 
advance in the past fortnight, led by the nearby July option 
which gained 16 cents. New crop months showed sympathetic 
strength with the November future rising 8 cents. The old 
crop is in a tight position with the visible supply at 3.4 million 
bushels against 5.9 million a year ago. The new crop, how- 
ever, should be ample as farmers, in March, planned to plant 
an exceptionally large crop. October cotton has gained 80 
points since June 2 to close at 37.53 cents on June 16. Private 
estimates place acreage planted to cotton at about 26.5 
million acres against 27.9 million acres in cultivation on July 1, 
1951. Buying of cotton textiles has improved and apparently 
inventories at the retail and converter levels are in need of 
replenishment. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 

Date 2Wks. 3Mos. Yr. Dec. 6 

Junel6 Ago Ago Ago 1941 


28 Basic Commodities 294.1 293.4 305.2 351.4 156.9 
11 Imported Commodities 287.3 284.1 306.0 374.2 157.3 
17 Domestic Commodities . 298.5 299.6 304.6 337.3 156.6 


COMMODITY FUTURES INDEX 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1952 1951 1950 1945 1941 1939 1938 1937 


ne 181.2 2145 2047 958 743 783 658 93.8 
Low .................. 173.1 174.8 134.2 83.6 58.7 61.6 57.5 64.7 
394 


Date 2 Wks. 3Mos. 1 Yr. Dec. 6 
June 16 Ago Ago Ago 1941 








7 Domestic Agriculture 349.2 346.3 337.8 377.7 163.9 
12 Foodstuffs 355.7 356.5 357.1 378.6 169.2 
16 Raw Materials sieees 269.6 268.4 289.9 336.9 148.2 

RAW MATERIALS SPOT INDEX 
MAR, APR. MAY JUNE 
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Average 1924-26 equals 100 
1952 1951 1950 1945 1941 1939 1938 1937 


Reta 192.5 215.4 202.8 111.7 88.9 67.9 57.7 86.6 
Low ........ ... 168.5 176.4 140.8 986 58.2 48.9 47.3 54.6 


THE MAGAZINE OF WALL STREET 











ae ae ee ee ee 


a a ee a eS a ee ee 








wheat 
ontinue 
tacular 
option 
athetic 
he old 
million 
, how- 
> plant 
ied 80 
Private 
t 26.5 
July 1, 
arently 
ced of 











Dec. 6 
1941 
163.9 
169.2 
148.2 








54.6 


EET 


Te 











Mining of copper has long since emerged from 
the primitive methods of the pick and shovel, plus a 
mule cart to haul the ore to the surface. As man goes 
deeper into the earth to recover the red metal, new 
processes and new devices come into play. In the 
copper-rich eastern section of Nevada, for instance, 
block-caving mine operations are being carried on 
at considerable depths, necessitating, at one mine a 
shaft 1,700 feet deep, which is to be provided with 
one hoist for men and materials and another for 
raising the ore. This latter hoist, capable of deliver- 
ing 12 tons of ore to the surface every 72 seconds, 
will be powered through two 600-volt motors having 
a combined rating of 3,300 horsepower at 500 rpm. 
GENERAL ELECTRIC CO., is supplying the motors 
for these hoists, both of which will be equipped with 
G-E amplidyne-type controls, and powering the 
hoists motors will be two 1250-kilowatt generators. 
Other G-E equipment includes a 20,000-kilowatt tur- 
bine, pump and compressor motors, and auxiliary 
apparatus. 


In what is regarded as a gruelling series of paral- 
lel tests of wooden against plastic boats by the Army, 
it appears that in just about every essential—speed, 
weight, capacity, strength, resistance to damage, 
ease of repair, and resistance to rot and corrosion, 
the plastic boat came out on top. Powered by a 68- 
horsepower diesel engine capable of turning up a 
speed of 14 knots, the plastic boat is 26’6” long, 
beam 8'1”, and has a light draft of 210”. Even with 
a 30% greater load it was able to outdistance its 
wooden competitor by reason of the inherent light- 
ness made possible by the use of AMERICAN CYAN.- 
AMID COMPANY’S Laminac Resin reinforced by 
Fiberglass. 


An additional 60 diesel locomotive units, to cost 
approximately $9 million, have been ordered by the 
SEABOARD AIR LINE RAILROAD CO. It is expected 
that this new equipment will be delivered to the road 
early in 1953, and will make the Seaboard one of the 
first roads to be 100% dieselized. 


FAIRBANKS, MORSE & CO., has received an 
order for five Diesel, 1,200 hp., switching locomo- 
tives from the New York, Chicago & St. Louis 
(NICEL PLATE) RR. CO. The total cost of this new 
equipment is placed at $500,000, and deliveries are 
scheduled to begin at an early date. 


Recent dedication ceremonies marked the comple- 
tion of IDAHO POWER COMPANY’S $19 million 
power development on Snake River in southwestern 
Idaho. The 3220 foot dam and three unit hydro- 
electric generating plant, having an 82,500 kilowatt 
capacity were completed within 16 months time. Pre- 
liminary studies are being made for the construc- 
tion of two additional hydro-electric plants on Snake 
River, and it is expected that expenditures of from 
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$55 to $70 million will be made during the next four 
years for additional expansion. 


An Army contract has been given to the STUDE- 
BAKER CORP., for $76 million of trucks and parts. 
With this order, total contracts awarded to the 
company since inauguration of the defense program 
amount to approximately $474 million, of which 
close to $326 million remains to be fulfilled. 


One of the world’s largest oil drilling rigs is now 
being built by the NATIONAL SUPPLY CO., at its 
Torrance, Calif., plant. This huge drill, it is under- 
stood, will be powered by a five engine drive group 
of supercharged eight-cylinder diesels, developing 
more than 2000 horsepower. A drill of this size and 
power is designed to drill to depths of 20,000 feet or 
more. 


Included in UTAH POWER & LIGHT CO’S., $17 
million construction program for this year is the 
second generating unit of the new Gadsby steam 
electric plant. It is expected that by Fall the com- 
pany will have a 75,000-kilowatt generator in opera- 
tion augmenting output of the 66,000-kilowatt unit 
which went into service in September, last year. Cost 
of the plant when completed is placed around $23.5 
million. 


According to present plans, the new glass fibre 
plant of the FERRO CORP., at Nashville, Tenn., will 
go into operation sometime late next month. The new 
plant will begin operating eight thread drawing 
units, and this number will be eventually quad- 
rupled as conditions warrant. 

The company is extending its interests by opening 
a plant at Asaka, Japan, for the production of por- 
celain enamel “‘frit,” the basic ingredient for manu- 
facturing vitreous coating for sinks, refrigerators, 
bathtubs, washing machines, and other products 
having, what is generally termed, porcelain finish. 
Operations in Japan will be carried on by a new 
subsidiary, Ferro Enamels (Japan) Ltd., under a 
license agreement wherby Japanese investors supply 
necessary capital. In return the parent company re- 
ceives 10% of the stock and a royalty on “frit” 
production. 


The $2 million worth of radio transmitters which 
WESTINGHOUSE ELECTRIC CORP., is manufac- 
turing for the Air Force will be incorporated in 
the world-wide communications network for ground- 
to-air and ground-to-ground contact with any Air 
Force base in the world. The transmitters are built 
to send signals over distances of up to 7,000 miles, 
are capable of transmitting telegraph code signals 
at the rate of 500 words a minute through their 
radio-telegraph channels either by telegraph key or 
by teletype. Radio-telephone modulators provide the 
“wings” for voice communication. 














Scientific Construction of 
Investment Portfolio Today 
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plays a necessary part in the mod- 
erate-sized portfolio since this 
provides the only logical means 
of increasing the value of the 
total investment. For that reason, 
while the percent devoted to com- 
mon stocks is small in this type 
of portfolio, it does provide a 
basis for capital appreciation, an 
essential feature of any well-con- 
structed portfolio. 

The stocks selected for income 
and listed in both portfolios are 
of a type that are comparatively 
“riskless” and yet provide a fair 
return. We have selected as stocks 
suitable for this group, a guaran- 
teed railroad stock, a first-class 
preferred and, American Tel. & 
Tel. which probably ought to be in 
every portfolio. 

In the stocks selected for capi- 
tal appreciation, we have included 
only issues of great strength and 
with definite growth characteris- 
tics. This is a logical procedure 
for investors who are seeking the 
best avenue to long-range capital 
gains. Even stocks of this calibre 
are subject to wide price fluctua- 
tions. Hence, the investor must be 
prepared for good-sized declines 
as well as advances over the longer- 
term. This should not disconcert 
him, if he has provided reserves 
that will take care at least par- 
tially of any contingency that may 
occur. If he is correct in his ori- 
ginal assumption that the growth 
stocks selected will rise eventually 
to higher prices, a temporary up- 
set in the market price should be 
a secondary consideration. 

In the two portfolios given in 
the tables, tax rates are based on 
various levels of earning power, 
from $10,000 to $26,000, depend- 
ing on the portfolio. Analysis of 
the portfolio indicates a compara- 
tively small percentage yield for 
both. This is especially true of the 
$100,000 portfolio. In this case, 
the yield—after taxes—is 2.4% on 
income received from securities 
for an individual with annual 
earnings of $18,000 (figured on a 
joint return basis) and 2.1% if 
earnings are at the annual rate of 
$26,000. In both portfolios, the 
taxes are figured on a joint return 
basis. 

From this exhibit, it is clear 
that the emphasis is on capital 
gains prospects and not net in- 
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come. Here the reserves form 
part of the potential stock port- 
folio and should be used for this 
purpose if the occasion demands. 

Net yield from the $25,000 port- 
folio is 3.8% for joint tax pur- 
poses where earnings are $10,000 
a year and 3.2% where net earn- 
ings are $14,000 a year. Some- 
what greater importance is at- 
tached here to income but provi- 
sion for capital gains enhance- 
ment is not neglected. In this 
portfolio, 50% of the total sum 
involved is devoted to income, 
20% to reserves and 30% to com- 
mon stocks of the growth variety. 

In the $100,000 portfolio, 15% 
is devoted to direct first-line re- 
serves, 15% in secondary re- 
serves, which are in tax-exempts 
and to be used in the event of a 
major market decline, 20% for 
straight income in stocks, and 
50% in stocks for capital gains. 
In this case, the emphasis is on 
long-term appreciation. 

The stocks for capital gains 
have been selected on the basis 
of present-day conditions in the 
securities markets. Many other 
stocks of similar calibre could be 
selected but those listed are good 
illustrations of the type of issue 
that properly belongs in a strong 
well-constructed portfolio. 

As the table indicates, we have 
worked out the pre-tax and post- 
tax yields on the two portfolios 
in relation to the size of annual 
earnings—aside from security in- 
come—that are proportionate to 
the two respective groupings, In 
other words, the $25,000 port- 
folio, according to normal ex- 
perience, seems in line with the 
individual earning about $10-$14,- 
000 a year, and the $100,000 port- 
folio represents probably the av- 
erage worth of individuals with 
incomes ranging from $18-$26,- 
000. Readers can work out the 
ratio of the income from their 
securities to whatever earnings 
they may have, based on the tax 
rates to which they are subject 
and so determine their real in- 
come from securities. 

In conclusion, it should be 
stated that the construction of a 
sound investment portfolio, based 
on present conditions, can be af- 
fected only in connection with the 
tax status of the individual. 
Should, as is hoped, tax rates be 
substantially reduced in the next 
few years, the importance of taxes 
as an element in constructing an 
investment portfolio would natu- 
rally diminish. The same would 
apply if there were a substantial 


rise in the purchasing power of 
the dollar, rather an unlikely de- 
velopment at present. But should 
this occur, however, the position 
of bonds would consequently be 
enhanced as a worth-while ele- 
ment in the portfolio. At present, 
their function is mainly that of 
a reserve to provide for market 
contingencies. 

Readers should bear in mind 
that the two portfolios described 
in this article are intended solely 
for individuals who already have 
other substantial sources of in- 
come. Generally these are people 
active in business or profession, 
or who hold income-producing 
property. 

For individuals who are more 
or less entirely dependent on the 
income from securities, especially 
elderly persons and those in the 
“widow and orphan” class, the 
considerations are entirely differ- 
ent. For this class, the emphasis 
must be almost entirely on income 
and very little on capital gains. 





Technology Changes Future 
of Coal 





(Continued from page 387) 


coal, the scientists are producing 
a variety of chemicals. Some ob- 
servers intimate that the achieve- 
ments may be significant as the 
discovery of prestone a quarter of 
a century ago. 

Another interesting approach 
to broadening markets for coal 
was outlined recently by an offi- 
cial of the Pittsburgh Consolida- 
tion Coal Co. in discussing poten- 
tialities of serving the chemical 
industry. Research has suggested 
the possible development of a 
process for removing from the 
volatile elements of coal various 
chemicals which could be mar- 
keted more profitably than as 
fuel. Discussing the economics of 
low-temperature carbonization of 
coal, he said: 

“A portion of the distilled liq- 
uids not directly usable as chemi- 
cals could be converted into more 
chemicals, and when markets 
warrant into liquid fuels. There 
is flexibility in this approach, 
since changes in the demand pic- 
ture could be at least partially met 
by changing the yields through 
process variations. Such a process 
will first be used to produce chem- 
ical intermediates from the dis- 
tilled tar products. At a later 
stage in the evolution of coal- 

(Please turn to page 398) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





National Gypsum Company 

“With the recent easing of restrictions 
on building, I would be interested in re- 
ceiving data on National Gypsum Com- 
pany. 

R.Sf., Utica, N.Y. 

Sales by National Gypsum 
Company for 1951 totalled $95,- 
489,000, the largest volume in 
the company’s 26-year history. 
The new high in sales compares 
with $75,990,000 in 1950, the pre- 
vious record year. 

The 25% increase in sales was 
attributed to the company’s im- 
provement and construction pro- 
gram, largely completed in 1951. 
The large increase in sales was 
due to the production and sale of 
more goods than ever before. The 
expanded figure does not result 
from price increases, since prices 
averaged only a 1% rise during 
the past year. 

Net earnings for National Gyp- 
sum were $7,395,983, or $3.12 per 
share of common stock. For the 
previous year the company re- 
ported net income of $9,286,528, 
or $4.19 per share. The drop in 
the company’s net was due al- 
most entirely to increased taxes 
and inflated costs. 

The new paper mill at Prior, 
Oklahoma is completed and opera- 
tions of the company are fully 
integrated. Barring major 
changes in the international sit- 
uation, the company’s volume this 
year should come close to 1951’s 
record figure. 

The company is completing a 
six year, $50 million postwar ex- 
pansion this spring. 
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For the three months to March 
31, 1952 net sales were $21,847,- 
294, net profit $1,629,629 equal to 
68 cents per share based on 
2,424,607 shares_ outstanding. 
This compares with first quarter 
1951 net sales of $21,851,209, net 
profit of $1,963,545 equal to 88 
cents per share based on 2,112,- 
336 shares outstanding. 

Dividends in 1951 were $1.40 
plus 2% in stock and 35 cents 
quarterly has been paid thus far 
in the current year. 


Philip Morris & Company, Ltd 

“In your Magazine you have stated 
that the leading cigarette stocks have 
been market laggards. As you have also 
mentioned in previous issues that Philip 
Morris & Co., Ltd. has shown good 
growth in a highly competitive industry, 
I would appreciate receiving pertinent 
data on the company’s recent operations 
and financial position.” 


B. E., Poughkeepsie, N. Y. 

Sales of $306,698,324 and a net 
profit after taxes of $12,627,140 
for the fiscal year ended March 
31, 1952 was scored by Philip 
Morris & Company Ltd. 

Earnings were $4.65 on the 
2,448,121 shares of common stock 
outstanding as comnared to last 
year’s figure of $6.62 on the same 
number of shares outstanding. 
The regular $3.00 cash dividend 
was paid during the vear. 

The March 31, 1952 sales fig- 
ure of $306,698,324 compared 
with the 1951 figure for the sim- 
ilar period of $305,804,331. Earn- 
ings after taxes were $12,627,140 
for the latest fiscal year as against 
$16,689,145 in the previous year. 





The near completion of the 
company’s $12 million expansion 
and modernization program in 
Richmond and Louisville will in- 
crease the one shift manufactur- 
ing capacity by approximately 
40%, making it possible to elim- 
inate night shifts. 

The completion of this program 
brings the company’s productive 
capacity in line with the cumula- 
tive sales gain of recent years and 
makes money-saving opportuni- 
ties in the handling of green leaf 
not available in the smaller vol- 
ume period of the early years. 

Sales volume from prior years 
was maintained. Sales in many 
areas abroad were still restricted 
by lack of dollars. Export sales 
of Philip Morris products, includ- 
ing sales to United States Forces, 
were increased 35%. 

The financial position of the 
company continues strong. Cap- 
ital and surplus at $124,051,408 
offsets complete investment in 
plant and equipment as well as 
almost half of investment in cur- 
rent inventories with the balance 
covered by debentures and cur- 
rent loans. 


Beatrice Foods Company 
“T have been a subscriber to your 
valued publication for a good many 
years and do not often take advantage 
of your Personal Consultation Service. 
However, at this time I would be inter- 
ested in receiving data on Beatrice 
Foods Co.” 
C. N., Joliet, Illinois 
For the fiscal year ended Feb- 
ruary 29, 1952 Beatrice Foods 
reported consolidated net profit 
of $3,908,234, equivalent after 
preferred dividends to $3.62 a 
share on 1,031,440 common shares 
outstanding at the year-end. This 
compares with net income of 
$4,819,967 and $4.53 a common 
share for the previous fiscal year. 
From the standpoint of sales 
volume and financial strength, 
the fiscal year ended February 
29, 1952 was the best in the com- 
pany’s history. However, from 
the standpoint of earnings, the 
year’s results were below the pre- 
(Please turn to page 402) 
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Future of Coal 





(Continued from page 396) 


based synthetics, the demand- 
price picture will permit the con- 
version of some of these tar prod- 
ucts into synthetic liquid fuels. 

“As a larger demand for gase- 
ous and liquid fuels develops, it 
could be accommodated by the 
gasification of the solid char pro- 
duced and not used under boilers, 
as well as by using other processes 
yet to be developed for the com- 
plete conversion of coal. I believe 
that this step-by-step approach 
toward complete conversion will 
by-pass many of the difficulties 
and certainly ease the capital re- 
quirements that would be involved 
if we pushed presently known 
commercial processes for the com- 
plete conversion of coal into liquid 
and gaseous fuels.” 


Research Activities Stimulated 


Any realistic appraisal of the 
coal industry’s growth potential 
must take into consideration the 
cost of bringing coal to the sur- 
face, however, and this problem is 


one which has imposed severe 
handicaps. Rising wage rates have 
compelled mine operators to in- 
troduce mechanization wherever 
possible. Recurrent advances in 
labor costs, as well as freight rate 
boosts stemming from the same 
inflationary forces, have strength- 
ened the competitive position of 
liquid fuels and have spurred re- 
search in processes for conversion 
of coal to fuels more economically 
transported. 


Wage Rates and Mechanization 


Some observers feel that the up- 
ward spiral in miners’ wages has 
gone about as far as it can if 
competition from natural gas and 
heating oils is not to be intensi- 
fied. Already mechanization in 
mining operations has _ helped 
counteract rising wage rates by 
increasing the productivity of in- 
dividual miners, but this trend 
has meant that fewer miners are 
required to produce the nation’s 
coal requirements. Hence unem- 
ployment problems are created. 

At the moment the coal indus- 
try is preparing for another con- 
test with the miners’ aggressive 
leader, John L. Lewis. Whether 
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a new contract can be arranged 
without greatly increasing min- 
ing costs is a question. Industry 
observers think it would be un- 
likely that Mr. Lewis would not 
confront coal producers with sub- 
stantial demands if the Steel- 
workers’ Union wrings a sizable 
wage increase from employers. 
Mr. Lewis has shown indications 
of concern recently over gradual 
shrinkage in demand for coal and 
the need for still greater mechan- 
ization of production. This situa- 
tion poses the threat of heavier 
burdens on the union’s welfare 
fund to support pensioners and to 
provide adequate medical care. Al- 
ready the union has been com- 
pelled to economize in distribu- 
tions. Free dental service has 
been withdrawn and free ton- 
silectomies have been dropped. 
Other services are being more 
carefully supervised. 

Pension costs are steadily ris- 
ing, and, as employment slackens, 
heavier burdens are placed on the 
union. Receipts in April fell about 
$1.4 million short of disburse- 
ments. The threat of deficits in 
operating the welfare fund, which 
holds about $100 million contrib- 
uted by mine operators through a 
royalty on production, suggests 
that Mr. Lewis may demand a rise 
in the current rate of 30 cents a 
ton. Operators recognize the fact 
that such imposts mean higher 
selling prices and impose another 
handicap on the industry’s efforts 
to broaden its market. 


Two New Developments 


Two recent developments have 
strengthened the position of in- 
dustry in countering union de- 
mands in anticipated negotiations 
of a new contract. The steel strike, 
for example, has reduced coal con- 
sumption and enlarged supplies 
on hand. Power and light utilities 
have accumulated large inventor- 
ies in preparation for a shutdown 
in production with the result that 
these major customers will be tak- 
ing reduced amounts of fuel in 
coming months. The summer is a 
dull period for coal producers, and 
pressure for making concessions 
to the union probably would not 
become an important factor for 
several months. Accordingly, if 
Mr. Lewis gives the required sixty 
days notice of termination of the 
present contract, the operators 
may decide to permit the union to 
call a strike rather than grant un- 
economic concessions. 

Under the circumstances, the 
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immediate outlook for representa- 
tive coal mining concerns is less 
than bright. Export demand has 
fallen off, and this factor may re- 
sult in a lowering of estimates for 
1952 output. Indications are that 
bituminous production may be no 
larger than 1951 output of about 
535 million tons. 

In supplementing this general 
discussion of the coal industry’s 
prospects, it may be well now to 
survey briefly several representa- 
tive companies. In this connection, 
a compilation of relevant statisti- 
cal information has been prepared 
for reference. 


Leader in the Industry 


Pittsburgh Consolidation Coal 
is regarded as the largest produ- 
cer of bituminous coal. This com- 
pany also is a leader in research 
and development of new uses for 
hard fuel as well as in the mech- 
anization of mining. Barring a 
lengthy suspension of operations, 
it is thought that production may 
approximate last year’s showing. 
Earnings may not be much lower 
than the 1951 total of $7.44 a 
share. In the March quarter net 
profit rose to $1.56 a share from 
$1.49 a year ago, but second quar- 
ter results may be slightly under 
the 1951 figure. 


Island Creek and Pond Creek 
Pocahontas, two affiliated low-cost 
producers, are expected to fare 
well this year. The former’s out- 
put of high quality fuel finds a 
ready market in the steel indus- 
try. The latter also produces high 
quality coal with metallurgical 
qualities suitable for steel-mak- 
ing. Both companies seem likely 
to earn very nearly as much as 
they did in 1951. Island Creek re- 
ported net profit for the March 
quarter of $1.20 a share, com- 
pared with $1.25 last year. Pond 
Creek’s earnings in the first quar- 
ter dropped to $1.54 from $1.79 
a share. Island Creek should com- 
fortably cover its $3 annual divi- 
dend this year, while Pond Creek 
may earn more than $7 a share. 

United Electric Coal is expected 
to show earnings for the year 
ended July 31 of about $2.25 a 
share, compared with $3.06 a year 
ago. Prospects are promising for 
increased sales and earnings in 
the coming year, however, and 
earnings may recover to $3 a 
share. 

West Kentucky Coal, formerly 
a unit of the North American 
Company, is expected to do about 
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— Morris & Co. Lid., Ine. 


5 ARE OW NERS | CUMULATIVE PREFERRED STOCK 


Through their interest in the Eaton & 
| Howard Balanced Fund, of Boston, Mass., 
| one of the Mutual Funds sharing in Philip 
| Morris ownership, these four young ladies 
are indirect Share Owners of Philip Morris. 
The income derived from their investment 
helps outfit them for the steamer trip on 
which they are here embarking.* 

*From Annual Report—1952 







“Share Owners’ Benefits Cons to Many Indirectly 


103’rd 
COMMON 
STOCK 
DIVIDEND 


The regular quarterly dividends 
of $1.00 per share on the 4% 
Series and $0.975 per share on 
the 3.90% Series have been de- 
clared payable August 1, 1952 
to holders of record at the close 
of business on July 15, 1952. 


COMMON STOCK ($5.00 Par) 
A regular quarterly dividend 
of $0.75 per share has been de- 
clared payable July 15, 1952 to 
10lders of record at the close 
of business on July 1, 1952. 


L. G. HANSON, Treasurer 


June 18, 1952 
New York, N. Y. 
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| CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of one dollar ($1.00) per 
share on its $10 par value Common stock, payable Sep- 
| tember 8, 1952, to stockholders of record at the close of 


business August 15, 1952. 


W. ALTON JONES, President 
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as well as in 1951, when earnings 
came to $3.40 a share. Net profit 
in the first quarter of 80 cents a 
share was slightly ahead of last 
year. 

West Virginia Coal & Coke’s 
earnings have been adversely af- 
fected by rising costs, but efforts 
are being made to place greater 
emphasis on strip mining. Earn- 
ings this year seem likely to fall 
short of the 1951 showing of $2.27 
a share. 


Truax-Traer, with properties 
in North Dakota as well as in 
West Virginia and in Illinois, has 
attracted attention as a possible 
beneficiary of development of 
crude oil resources in the Willis- 
ton Basin. Earnings for the fiscal 
year ended April 30 dipped to 
$2.95 a share from $3.65 in the 
preceding year. Acquisition of the 
Binkley Coal Company is expected 
to improve earnings prospects for 
the coming year. 
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Germany’s Fateful Entrance 
Into Western European 
Coalition 





(Continued from page 377) 


1144 million of unemployed who 
are potential extremists of one 
kind or other. The country is in 
desperate need of capital, the bulk 
of which was wiped out in the 
1948 currency reform. There has 
been little new savings; the Ger- 
mans as people have not got over 
their distrust of paper money, 
which is spent as fast as it is 
made either for a bare living, 
or in night clubs, cafes and res- 
taurants, which are said to be 
crowded all the time. 

What will the future Germany 
look like? How will it be organ- 
ized? By joining the E.D.C., the 
Germans have given notice that 
they are willing to cooperate for 
the time being with the West be- 
cause the existence of a united 
but disarmed Germany would be 
too precarious. 

Or will there be a divided Ger- 
many with both parts rearmed? 
Though desirable from the view- 
point of France, for example, 
such a solution would be unnatu- 
ral and unable to withstand the 
pressure of reviving German na- 
tionalism. Comments the Man- 
chester Guardian Weekly: 

“The old cry ‘Deutschland Er- 
wache’ may again be raised. If, 
when that day comes, both of the 
Power blocs in the world have still 
an interest in maintaining the 
division of Germany, the convul- 
sions of a new German national- 
ism will shake European peace to 
its base. The nationalism of a 
divided and armed Korea gave 
Russia its temptation and brought 
disaster to the world. How much 
more disaster might come out of 
a divided Germany? If the East 
Germans did not start the fight, 
might it not be the West Germans 
with their eight million refugees 
determined to get home?” 

That is the argument, continues 
the Manchester Guardian, of 
those who would prefer to see a 
new effort made at organizing 
Germany in still another way, 
namely, as a unified, armed, and 
sovereign power. But this solu- 
tion, too, has its weaknesses. It 
would be playing with fire to re- 
create the German Wehrmacht 
without the restraints imposed 
upon it by the E.D.C. A 
strong, rearmed Germany may be 
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tempted to play off the West 
against the East. It may involve 
the rest of the free world in a 
war against Russia in order to 
recover the lost Eastern terri- 
tories. But a strong rearmed Ger- 
many without any restraints, may 
also stage another Rapallo, an- 
other Hitler-Stalin pact of 1939. 

Whatever happens, and some of 
the above projections may be in 
the very distant future, the fact 
is that Germany is coming back 
as a political factor, a great 
power, in much the same way as 
she came back during the past two 
years as a competitor in interna- 
tional trade. The Russians are ap- 
parently more aware than we, in 
the United States, of the impact 
of this German comeback on the 
present international setup. The 
signing of the peace treaty and 
the first step toward the creation 
of a new Wehrmacht has merely 
taken the initiative in Germany 
out of Russian hands. Unification 
of Germany has been merely post- 
poned. About the only thing we 
can hope is that the Germans will 
achieve it some day without plun- 
ging the world into another war. 





The World’s New Oil Fields 
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put together. These estimates 
vary from the fantastic figures of 
100 to 300 billion barrels of oil. 

While initial exploratory opera- 
ations will be concluded by a 
group of ten Canadian companies, 
American interests, particularly 
Sun Oil and Socony Vacuum will 
probably have a foothold, with 
applications pending for reserva- 
tions of 50,000 acres apiece. It is 
also known that the Athabaska 
basin has very large reserves of 
sulphur, possibly as much as one 
to three billion long tons. 

While oil in Western Canada 
undoubtedly exists in the greatest 
abundance, several drilling diffi- 
culties stand in the way. One is 
that as exploration moves north 
into the provinces, the cost in- 
creases. The second is the trans- 
portation problem. At present 
Canadian oil can compete with 
California, mid-Continent or 
Venezuela as far west as Van- 
couver and as far east as Toronto. 
Further east, Canadian oil is at 
a disadvantage as compared with 
oil now obtained from foreign 
sources and delivered at the east- 
ern seaboard. However, the prob- 
lem in large part will be solved 





with increased population in 
western Canada and new pipe- 
lines constructed to absorb the oil 
produced in that region. 

Of the various large company 
developments in western Canada 
the following are of interest: 

Atlantic Refining has a 20% 
interest in some 9 million acres in 
Saskatchewan, with substantial 
quantities of oil shown in prelim- 
inary tests. 

Texas Co. which holds some 3 
million acres of leases and Crown 
lands, has made an important dis- 
covery in the Wizard Lake area, 
45 miles southwest of Edmonton. 
Discoveries were also made in the 
Bonnie Glenn field, comparable 
for oil and gas reserves, to Wiz- 
ard Lake. Also, important gas re- 
serves were discovered in the 
Majeau Lake area. Through 
Texaco Exploration Co., output in 
1951 both for the account of 
Texas Co. and its associated Mc- 
Coll-Frontenac, amounted to 3700 
barrels daily, under restricted 
production schedules. 

Socony-Vacuum last year in- 
creased its holdings in western 
Canada to 7 million acres. Part 
of this land is contiguous to 
northern Williston in the U. S. In 
the Duhamel field in Alberta, So- 
cony completed 11 wells in 1951, 
a good start considering that the 
field was discovered only in 1950. 

Standard Oil of California has 
land holdings of more than 11 mil- 
lion acres in this area. Some ac- 
tive drilling development is going 
on in central Alberta and Mani- 
toba. Standard of California’s 
main interest at present is in 
estalishing the Atcheson field, the 
fourth largest in Canada. In the 
Daly field in Manitoba, the com- 
pany has discovered oil in four 
areas. 

Sun Oil has about 2.2 million 
acres in leases and last year 
brought in its first commercial 
producer in Canada in west cen- 
tral Alberta. Another was brought 
in early this year, As stated pre- 
viously, Sun Oil is also interested 
i nthe valuable area of the Atha- 
baska lake region. 

Amerada Petroleum Corp. has 
exploration rights to over 2 mil- 
lion acres in Alberta. Work is 
essentially of an exploratory na- 
ture but thus far no oil discoveries 
have resulted from the company’s 
drilling. The company has far 
more important discoveries to its 
credit in the United States, which 
will be mentioned later. 

Phillips Petroleum Co. has ex- 
ploratory rights to 4.3 million 
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acres in Alberta, British Colum- 
bia and Saskatchewan. The com- 
pany brought in one oil and gas 
field in Alberta and one oil and 
gas field in Saskatchewan. The 
drilling of development wells re- 
sulted in three oil wells. This is 
considered merely -a beginning. 

Standard Oil of New Jersey, 
through its subsidiary, Imperial 
Oil Ltd., has the predominant 
interest in Canada’s oil. Imperial 
had 1140 producing wells at the 
end of 1951. This company was 
extensively covered in our Dec. 
29, 1951 issue. It is the ranking 
oil investment in Canada. 

Gulf Oil Corp. is one of the most 
active of the American oil com- 
panies in Canada. At the close of 
1951, it had 106 wells in produc- 
tion and net output was 1,499,000 
barrels. Fifteen exploratory wells 
were completed and resulted in 
the discovery of two oil fields and 
one gas field. The company holds 
approximately 6.6 million acres 
of undeveloped leases and options 
in Alberta, Saskatchewan, Mani- 
toba, British Columbia and the 
Northwest Territories. 


Long Wait Ahead 


The above represents the prin- 
cipal activities of some of the 
leading American companies as to 
oil exploration and development 
in Canada. The list is by no means 
inclusive but space limitations 
prevent elaboration of this sub- 
ject. It should be stated that it 
will take some years before these 
new fields come into maturity. 
The companies involved are in- 
terested only in long-range con- 
siderations and must make ample 
provision for the heavy financing 
that will be incurred. 

The same considerations are 
true of the mammoth Williston Oil 
basin, which in reality, is an off- 
shoot of the Canadian fields to the 
north. The regions, both south 
and north of the Canadian bor- 
der, are part of the same geologi- 
cal formations, though character- 
istics vary. The area consists of 
about 100,000 square miles in the 
western half of North Dakota, 
northern half of South Dakota, 
eastern Montana, with offshoots 
in southwest Manitoba and south- 
east Saskatchewan. 

Thus far there have been three 
main regions of discovery. Ame- 
rada has developed the very im- 
portant Beaver Lodge field, and 
the other two are the Shell and 
Texas Co. discoveries in central 
east Montana, and the strikes in 
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30 CHURCH STREET 
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AMERICAN CAR AND FOUNDRY COMPANY 


New York 8, N. Y. 


The Directors of American Car and Foundry Com- 
pany today declared, out of the earnings of the 
Company for the fiscal year ended April 30, 1952, 
four dividends each in the amount of 75 cents per 
share on the shares of common stock of this Com- 
pany outstanding on each of the record dates here- 
inafter set forth, payable respectively (1) Common 
dividend No. 128 on July 15, 1952 to stockholders 
of record at the close of business on July 3, 1952; 
(2) Common dividend No. 129 on October 15, 1952 
to stockholders of record at the close of business 
on October 3, 1952; (3) Common dividend No. 130 
on January 15, 1953 to stockholders of record at 
the close of business on January 2, 1953 and (4) 
Common dividend No. 131 on April 15, 1953 to 
stockholders of record at the close of business on 
April 3, 1953. 


Checks will be mailed by the Guaranty Trust Com- 
pany of New York. The transfer books will remain 
open. 


The Board of Directors also declared a 10% stock 
dividend (one share for each ten shares held), on 
the common stock payable September 25, 1952 to 
stockholders of record at the close of business on 
September 5, 1952. This stock dividend is subject 
to the approval by the shareholders at the Annual 
Meeting to be held on August 28, 1952, of the pro- 
posal to increase the authorized shares of common 








stock. 


June 19, 1952 





C. ALLAN FEE, Secretary 




















northeast Montana, where Carter- 
Phillips interests hold a predomi- 
nant interest. 

Amerada seems to have the lead 
in Williston, a situation which has 
largely accounted for the fabulous 
rise in the price of the stock. The 
others mentioned above also are 
in proven ground but actual de- 
velopments have been compara- 
tively slow. Among other bene- 
ficiaries are Northern Pacific and 
Canadian Pacific which hold 
rights on very large areas adja- 
cent to or in the Williston region. 
Both stocks have been subject to 
a rapid speculative rise, based on 
these prospects. 

Williston was galvanized by the 
first Amerada well which brought 
in its wake enormous activity in 
leasing, with the result that prac- 
tically the entire area is already 
leased despite the brief period 
which has elapsed since the first 
discovery. 

Cost of drilling is very high, 
running from $250,000 to $300,- 


000 a well and some for testing 
purposes cost $500,000. Obviously, 
expenditures of such magnitude 
indicate that only the very large 
companies can enter this field 
with any hope of financial profit. 

Among the other important 
companies which have started ex- 
ploration work in the Williston 
region are: Standard Oil of Cali- 
fornia and Sun Oil Co. 

Lesser, though important, new 
fields which are being developed 
in the United States are Spra- 
berry in West Texas and the 
Scurry field also in West Texas. 
Both fields are now extremely ac- 
tive with some of the companies 
already deriving important pro- 
duction from these sources. 

Phillips, fer example, com- 
pleted 93 producing wells and 42 
were being drilled earlier this 
year, with this number probably 
increased by now. The company 
estimates that several hundred 
additional wells can be drilled on 

(Please turn to page 402) 
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30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 18 


UU ULAR 


CUVEE EDTA EY DEALT EET 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly cash dividend of Sixty- 
two and One-Half Cents (62 42¢) 
| per share on the capital stock of 
|| the Company, payable on August 
15, 1952, to stockholders of rec- 
ord at the close of business July 
15, 1952. 


E. E. DUVALL, Secretary 
June 19, 1952 
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The World’s New Oil Fields 





(Continued from page 401) 


the 27,500 acres held in this area. 

Amerada has a total of nine 
wells going with another being 
drilled in the Scurry field. Humble 
Oil, subsidiary of S.O.N.J. has 
very large holdings in the Spra- 
berry area and its exploration and 
development program has _ sub- 
stantially increased its under- 
ground reserves. It is estimated 
that Spraberry alone will add sev- 
eral billion barrels to the nation’s 
oil reserves. 

Lack of space prevents a de- 
scription of other new oil fields, 
principally in New Mexico and 
Louisiana. However, drilling ac- 
tivity is very active in these re- 
gions. Then, of course, there have 
been extensions of old fields in 
many states including California, 
Oklahoma, Kansas, Colorado and 
Mississippi. Important additions 
to oil reserves are also being se- 
cured through applying new engi- 
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mentioned a number of important 
oil companies, there are many 
others of substance that are also 
active in exploration in different 
parts of the world. Among these 
the better known are: Union Oil 
of California, Tidewater Associ- 
ated Oil Co., Richfield Oil Corp., 
Plymouth Oil Co., Continental Oil 
Co., and Cities Service Co. which 
has acquired important acreage 
in Williston and the Uintah basin 
of Utah. All of these companies 
stand to gain from their explora- 
tion and development programs. 
neering methods. One method is 
to force out more oil through in- 
jection of gas or water into the 
producing strata. Such activities 
are expanded through joint opera- 
tion of a number of companies. 
Gulf Oil has been a leader in this 
development. 


The above gives a broad pic- 
ture of developments in new fields 
and in some cases the extension of 
old ones. Several billion dollars 
are going into exploration and 
initial drilling activities alone. It 
should be clear that the greatest 
financial results will be obtained 
by the big, integrated companies. 
For serious investors these are 
the best outlets for investment in 
the oil industry. Though we have 





For Profit and Income 





(Continued from page 389) 


mand, would seem to offer a logi- 
cal invitation for speculation. 
Some of the better bets appear to 
be Douglas, Lockheed, Boeing, 
Gruman, North American and 
Republic. United and Curtis- 
Wright formerly dominated the 
engine field, but the future now 
belongs to jets and there are a 
number of fingers in this pie. One 
can also speculate on the airpower 
boom, without going whole-hog 
for it, via Sperry Corp, or Bendix 
Aviation, both big suppliers of 
instruments, controls, etc., or 
Thompson Products, which has a 
huge and rising order backlog for 
jet-engine parts. Of these three 
stocks, Thompson is the best in 
quality. This company has made 
impressive competitive progress 
in automotive engine parts, and 
does a large and relatively steady 
replacement business therein. 


Canada 


Canada is in a boom. If you 
want a speculative-investment in 
its long-term potential, you are 





perhaps least likely to go wrong. 
although you will not hit a jack- 
pot, by buying and hanging on to 
Canadian Pacific Railway. If 
Canada booms, its rail lines, air 
lines, steamship lines and hotels 
will do more business; its large 
land holdings, including some 
with proven oil reserves, will be 
worth more; and its big holdings 
of Consolidated Mining & Smelt- 
ing, amounting to nearly two- 
thirds of a share for each share 
of its own stock, will continue to 
be profitable. Earnings this year 
will probably be in the vicinity of 
$3.25 a share, dividends $1.50, 
with something like two-thirds of 
both deriving from non-railroad 
operations. Around 36, the stock 
is historically high; but the yield 
is roughly 4.2%; and, as com- 
pared with other Canadian spec- 
ulations which have any allure at 
all, it is moderately priced. They 
all command a premium, often 
wide, over comparable U.S. spec- 
ulations. 
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vious vear due to higher Federal 
income tax rates and increased 
operating costs. 

Sales for the year reached a 
new high record total of $228,- 
661,163 an increase of 11.4% 
over sales of $205,257,498 in the 
previous year. Every major de- 
partment of the business showed 
sales gains. The volume of sales 
on a unit basis increased 2%. 
Sales of specialty foods and serv- 
ices increased to an all-time high 
of 17% of the company’s total 
sales, making it the company’s 
third largest department. 

Fluid milk and cream sales for 
the year accounted for about 32% 
of the total dollar sales volume 
and increased $9,391,231 over the 
previous year. Profit from milk 
sales declined, however, because 
of the higher operating and dis- 
tributing costs and higher prices 
paid to farmers for milk. The 
margin of profit on milk sales 
for the vear, after allowing for 
Federal taxes, was 8/10 cent of 
a gallon or 2/10 cent a quart. 

Ice cream sales accounted for 
16% of total sales for the year 
and the profit of this department, 
even though operating and dis- 
tributing costs continued to in- 
crease, was higher than a year 
ago. Butter sales exceeded those 

(Please turn to page 404) 
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There has rarely been a time when it is so 
important to you that your securities be kept in 
line with the march of events. Let’s take a quick 
look at some of the 1952 facts and figures. 


SHIFT IN In the first quarter of 1952 nearly 
EARNINGS 7 out of 10 leading corporations 


showed lower income . .. and second 
quarter reports coming out next month will contain 
keen disappointments for some investors—good news 
for others. Be sure you are in the latter group. 


CHANGING 
DIVIDENDS 


From January 2nd, to June 2nd, 
1952—more than four times as many 
listed companies as last year cut or 
omitted their dividends—while less than one-half as 
many as last year raised their dividends. You will need 
keen discrimination to avoid dividend casualties and to 
maintain a high yield. 


SHARP STOCK Our study of the movements of the 
PRICE 330 most active listed stocks during 
SELECTIVITY the first five months of this year 

reveals that 114 advanced with gains 
up to 40% ... while 167 declined with losses as large 
as 337. This selectivity will complicate your task of 


Subscriptions to The Forecast 


Isn't this the Service 
You Want and Need 


In These Changing Times? 
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PROGRAMS FOR 
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—For Backlog Investments 
—For Appreciation with Income 


—Low Priced Shares for Large 
Percentage Growth 


The Investment and Business Forecast 
brings you three. prudently diversified 
programs to meet your every objective. All are pro- 
vided under your single enrollment. 


ADDED FEATURES INCLUDE... 


Consultation by Wire and by Mail... To keep your portfolio on « 
sound basis, you may consult us on 12 securities at a time... 
by wire and by mail. 

Business Service ... Weekly review and forecast of vital happen- 
ings as they govern the outlook for business and individual 
industries. 


Washington Letter . . .“Ahead-of-the-news” weekly reports from 
our special correspondent on legislative and political develop- 
ments weighing their effects on business and securities. 
ENROLL NOW to share in OUR NEW CAMPAIGNS 
TO START AT THE NEXT BUYING ZONE. 
Join our service now so that you will be able to par- 
ticipate in our stock selections for ABOVE AVERAGE 
INCOME AND PROFIT when they are issued and 
before their initial rally gets under way. 

AND, if you will send us full data on your present 
holdings and cash position you will receive our 
advice at once—WHAT TO SELL—WHAT TO HOLD. 
You are invited to take advantage of our Special 
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Southern California 
Edison Company 


DIVIDENDS 


COMMON DIVIDEND NO. 170 4 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 21 


PREFERENCE STOCK 4 
4.56% CONVERTIBLE SERIES » 
DIVIDEND NO. 17 


The Board of Directors has 
authorized the payment of the f{ 
, following quarterly dividends: 
‘ 50 cents per share on the f 
4§ Common Stock; 
4 28 cents per share on the } 
Preference Stock, 4.48% Con- ) 
vertible Series; 

2814 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

The above dividends are pay- 
able July 31, 1952, to stock- 
holders of record July 5, 1952. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31, 1952. 


P.C. HALE, Treasurer 
June 20, 1952 » 
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Stock Market and the Election 





(Continued from page 363) 


potentials. If Taft is nominated 
the probable consensus—right or 
wrong, but presently supported 
by the public-opinion polls—will 
be that (1) the changes are 
against his being elected and 
that (2) were he elected ,the de- 
flationary consequences of the 
fiscal policies he has been prom- 
‘ising would be more severe than 
under those Eisenhower has in- 
dicated a leaning to. If a Demo- 
crat is nominated, he might or 
might not be less of an inflation- 
ist than Truman. Should it be 
Stevenson, following a Conven- 
tion draft, he figures to be more 
of a middle-roader than Truman, 
if his past record means any- 
thing. 

We have had years of infla- 
tionary prosperity as a result not 
of political planning but of global 
war, post-war catching-up needs 
and now the armament stimula- 
tion. It cannot last indefinitely ; 
and no conceivable pump-prim- 
ing can prevent at least a very 
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substantial adjustment, since it 
cannot compare in power with 
the vast lifting forces heretofore 
effective. That is why the Pres- 
idency for the four years be- 
ginning next January looks like 
a dubious political prize; and 
why a good many conservatives 
would just as soon “let a Demo- 
crat stew in it and take the rap.” 

We continue to recommend a 
selective, reasonably conserva- 
tive investment policy.—Monday, 
June 23. 





Answers to Inquiries 





(Continued from page 402) 


of the previous year and con- 
tributed 22% of total dollar sales 
volume during the year. How- 
ever, unit sales and profit were 
lower than the previous year. 
Sales of specialty foods and serv- 
ices, other than dairy products, 
showed another increase over the 
preceding year on both a dollar 
and unit basis. 

Inventories at the year-end 
were $6,568,283, compared with 
$7,199,687 on February 28, 1951. 

Sales in March and April, first 
two months of this fiscal year, 
were 3.3% higher than the same 
period last year, but profits both 
before and after taxes, were down 
slightly. Sales for March and 
April totalled $36,453,872 against 
$35,299,270 in the corresponding 
months of 1951. 

Dividends including extras to- 
taled $2.50 in 1951 and $1.25 has 
been paid thus far in the current 
year. 





As I See It 





(Continued from page 361) 


Italian specialties has discouraged 
Italian business. Unemployment— 
which proportionately is almost 
as bad as we had during the early 
thirties—is on the increase. There 
are some 2 million unemployed, 
114 million part-time employed in 
addition to some 4 million landless 
workers who barely hold their 
bodies and souls together—all of 
them fair game for communist or 
fascist agitators. 

There is a feeling that the com- 
bination of liberalism and social- 
ism that the de Gasperi govern- 
ment has been pursuing is not 
simply getting the country any- 
where. The industrialists are bit- 





ter against Italy’s participation 
in the Schuman Plan which, they 
feel, will favor the countries bet- 
ter endowed with raw materials. 
The landless workers are irritated 
that the land reform is not pushed 
vigorously enough, while the land- 
owners argue that the land reform 
will weaken the foundations of 
the Italian economy, reduce agri- 
cultural production and thus pro- 
duce only more misery and want. 

One could, of course, suggest 
more American help either direct 
or through placing military con- 
tracts with Italian factories in or- 
der to bolster up the de Gasperi 
Government between now and the 
next general elections which are 
to be held in the Spring of 1953. 
We have promised Italians that 
we would buy a lot of arms and 
supplies for European defense 
from them, but to the Italian com- 
munists’ great glee, nothing has 
been done about it. However, dol- 
lars alone will not cure Italy’s 
ailments. That is one thing that 
we will have to learn. The prob- 
lem goes much deeper. Italy is a 
tired, overpopulated land; yet the 
population still continues to in- 
crease at the rate of nearly 400,- 
000 a year. The Italians feel that 
the solution is in the hands of 
foreigners and that’s why there is 
growing bitterness toward the 
democratic West. They want more 
liberal migration laws and capital 
for their industries. But foreign 
capital for their factories will not 
be forthcoming unless Italy cleans 
her own house. That does not 
mean the communists only. It also 
means balanced budgets and bet- 
ter tax laws. Only one million 
people out of nearly 50° million 
Italians pay income taxes, while 
the poor are getting poorer be- 
cause of unemployment and hid- 
den taxes. 





PERSONAL ESTATE PLANNING 
IN A CHANGING WORLD 


By RENE WORMSER 


In the next decades it will be exceed- 
ingly difficult to acquire a substantial 
estate, to hold it reasonably intact, and 
to pass any great part of it on to bene- 
ficiaries. Even the immediate future is 
so difficult to foresee that there are many 
who feel that all planning is futile, that 
survival will depend on a certain oppor- 
tunistie ability to meet the facts as they 
appear. Opportunism, in this sense, will 
be a useful characteristic. But the con- 
fusion of the current prospect makes it 
all the more imperative to plan, if only 
to plan in a way to permit opportunism 
to be exercised when opportunity offers. 
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JLOLL~ 
~ We, the People!" 
is produced for ULF by 
the editors of LIFE! 


see it every Friday evening on NBC-TV 


WHAT will you see on 
“We, the People’ during 
the important weeks 
ahead? 


Each week, the television cameras of ‘‘We, the 
People”’ will present some important aspect o: 
the political scene! 


Programs will be telecast from Chicago this 
summer during the Republican and Democratic 
National Conventions. 





WHY did Gulf invite 
the editors of LIFE 
to produce 

“We, the People’? 


When Gulf President S. A. Swensrud announced 
this important step, he said: 


¢¢The next few months are bound to be im- 
portant ones in the political history of the coun- 
try and in order to bring to the people an 
interesting and dramatic presentation of all 
sides of the picture, we have invited the editors 
of LIFE magazine to produce ‘We. the People,’ 
and to bring to the program the*- reat journal- 
istic background and resources.”’ 








